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ABSTRACT 
The South African automotive industry has been identified as an important influence 
on the economy of South Africa. In particular, it plays a role in job creation in a country 
with high unemployment rates. However, being linked to a global industry, its 
competitive position and future relevance have come into question on numerous 
occasions. 
After a period of isolation and protection, the local industry had to enter global 
competition. The competitive playing field had suddenly widened from companies 
competing locally amongst each other for local market share, to competing globally for 
international sales. In addition it was found that competition was not only limited to 
opposing brands but also existed within the subsidiaries of the same brand. The 
reason for this was the existence of overcapacity in the manufacturing facilities 
internationally. Coupled with this, most of the dominant vehicle manufacturers were 
creating more capacity in developing markets to support demand as well as to benefit 
from cheaper resources.    
There are of course many influencing factors on the competitive position of such an 
important industry. The value chain has been identified as a tool to analyse and 
compare the activities within rival businesses or industry role players. Two primary 
activities within the value chain are inbound logistics and outbound logistics. The 
objective of the research was to investigate the influence of inbound and outbound 
logistics on the competitiveness of the South African automotive industry. 
A literature review created the conceptual framework for the research. It was 
necessary to discuss the automotive industry in a global sense to understand the 
history and trends of the development within the industry. It was also necessary to 
understand the South African automotive industry within this context to identify its 
place and relevance in global terms. It was found that, although important to the local 
economy, the local industry was not a dominant force to be reckoned with and was in 
fact being over taken by many of its competitors.  
Part of this investigation was spent on the development of the local industry in a 
protected environment and what it meant for the growth of local content and exports. 
This was also important as the component manufacturers based in South Africa need 
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critical mass to create an efficient platform to be globally competitive. It was found that 
historic development programmes did not do much to improve this aspect but there is 
optimism about the latest programme which promotes an increase in production 
volumes. 
The state of logistics in South Africa was critically analysed to understand the influence 
it has on the automotive industry. It was found that although the logistics infrastructure 
within South Africa is the best in Africa, it is behind the standards of its competitors. 
This is influencing the automotive industry as a result of inadequate rail infrastructure. 
The reason for this was that most of the freight which was being transported by road 
would be more efficiently transported by rail. The cost of logistics was also found to be 
high in South Africa and skills were also a concern to improve the current situation. 
A research questionnaire was created from the findings of the literature review. The 
questionnaire formed the primary research tool for this study. The sample was 
identified as respondents from vehicle assemblers and component manufacturers who 
would have sufficient knowledge of this topic. 
It was found that inbound and outbound logistics costs formed a relatively large 
component of total costs. The high levels of imported parts being used as well as 
export levels added to the logistics costs. This also caused uneconomical inventory 
levels as stock needed to be kept for longer periods before being replenished. The 
respondents were also aware of the fact that rail would improve the situation if the 
infrastructure was sufficient. The respondents seemed to be of the opinion that the 
skills of the employees responsible for logistics were not a major influencing factor and 
that logistics service providers were in addition, not creating an overwhelming cost 
improvement. The incentive programmes were also not seen to be doing much to 
address the influence of logistics on the automotive industry.  
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CHAPTER ONE: INTRODUCTION 
 
1.1 INTRODUCTION 
 
The South African automotive industry is one of the biggest contributing sectors in the 
local economy. The competitiveness of this industry is continuously under threat as a 
result of a range of influencing factors. One of these influencing factors receiving 
constant attention is logistics. 
Inbound and outbound logistics have been identified as two primary activities in the 
value chain of a business or an industry (Porter, 1985). Logistics has also been 
identified in the automotive industry as one of the leading cost contributors and has 
been raised at many levels as a point to address to improve future competitiveness.  
 
1.2 THE RESEARCH PROBLEM 
 
The automotive industry has been functioning in South Africa since the 1920s. With a 
seven percent contribution, it has become a major contributor to the country’s gross 
domestic product. The industry is also a large employment creator with 30 159 direct 
jobs in the Original Equipment Manufacturers (OEMs). This number, at the end of 
2012, was the highest industry employment level in the past four years, according to 
the National Association of Automobile Manufacturers of South Africa (NAAMSA) 
annual report (NAAMSA, 2013). Another 200 000 people are employed in the support 
sectors and the association contends that a further 250 000 people are employed 
through service providers to the industry. 
The South African automotive industry was sheltered for many years from international 
competition. The industry evolved to serve the needs of the domestic market during a 
period of political and economic isolation. The conditions for the industry to survive 
and thrive were good, despite the isolation. This can be supported by utilising Porter’s 
Diamond to illustrate the healthy conditions for the industry (Hill, 2011): 
 Factor endowments – The traditional trade theories define factor endowments as 
land, labour and capital (including human capital). More recent theories 
distinguish between human resources, physical resources, knowledge 
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resources, capital resources and infrastructure. South Africa has a history of 
having skilled and unskilled cheap workers and sufficient infrastructure to support 
a manufacturing industry. 
 
 Demand conditions – The demand conditions in one location could support an 
industry in totality. There has always been a strong local demand for motor 
vehicles in South Africa and this has in the past, been enough to support the 
existence of the local automotive industry. 
 
 Related and supporting industries – In most cases the development of supporting 
and related industries develop based on geographical location. The isolation of 
the country assisted in the creation of the complete supply chain to support its 
own industry. 
 
 Firm strategy, structure and rivalry – The main emphasis is that the strategies 
and structures of firms depend heavily on the national environment. The 
companies participating in the South African automotive industry historically were 
created out of need and reached a level of rivalry for local market share. 
 
Since 1994 many industries in South Africa including the automotive industry, began 
to experience the pressure of international competitiveness through globalisation. This 
new political and economic environment also brought with it new opportunities for 
exporting and importing. For the automotive industry this meant that components could 
be sourced from anywhere in the world and fully built units (FBUs) could be exported 
to different markets. Most recently, according to the National Association of 
Automotive Component and Allied Manufacturers (NAACAM), it was established that 
the result of the automotive trade reached a trade deficit of R49 billion in 2012 
(NAACAM, 2013). 
 
Globalisation of an industry is not without disadvantages though. One of the biggest 
negative factors lies in the transportation between processes and markets. 
Transportation consumes time and adds to the costs. The shipment of components 
between global suppliers and vehicle manufacturers can take a month or more in some 
cases. This again leads to high inventory costs at the manufacturer to ensure a 
   3 
 
sufficient level of stockholding until the next shipment arrives. During a NAAMSA 
presentation in 2011, then NAAMSA president David Powels, acknowledged that 
substantial improvement in logistics competitiveness and infrastructure needed to be 
made in order to drive global competitiveness and entrench the automotive industry 
as part of the manufacturing hub for South Africa (NAAMSA, 2013). 
 
The globalisation of the local automotive industry brought new attention to the 
importance of supply chain management. Hugo, Badenhorst-Weiss and van Biljon 
(2004) defined supply chain management as an integrative approach that considers 
both the inbound (upstream) and outbound (downstream) flow of materials in 
business. Michael Porter (1985) further identified inbound logistics and outbound 
logistics as two of the primary factors in the value chain of a company. Definitions of 
inbound logistics and outbound logistics are provided by the Council of Supply Chain 
Management, Terms and Glossary (2013):  
  
 Inbound logistics is the movement of materials from suppliers and vendors into 
production processes or storage facilities. 
 Outbound logistics is the process of moving and storage of products from the 
end of the production line to the end user. 
 
When considering the inbound logistics of components, geographical locations of 
suppliers to their customers play an important role. International suppliers are spread 
all over the world and local suppliers are spread between the coast and the northern 
part of the country. This causes the use of many logistical sources to ensure the supply 
of parts, ranging from sea, air, road and rail. 
 
Looking at outbound logistics, again geographical location plays a role. Local 
deliveries can be made by means of road and rail over long distances. Exports 
however need to be transported to ports by road or rail and then shipped by sea to its 
destination market. 
  
The primary motivator for this study can be summarised in the following question: 
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What influence does inbound logistics and outbound logistics have on the 
competitiveness of the South African automotive industry? 
 
To develop a strategy for addressing and solving this main problem, the following sub-
problems were identified: 
 
1. What is the nature and extent of the South African automotive industry? 
2. What is the nature and extent of the role of the South African automotive industry 
in global terms?  
3. What is the nature and extent of competitiveness? 
4. What is the state of logistics in South Africa in contributing to the competitiveness 
of the automotive industry? 
  
1.3 SIGNIFICANCE OF THE RESEARCH 
 
The South African automotive industry consists of multinational manufacturers 
competing against each other locally as well as globally. More importantly, each 
multinational also has internal production capacity located in different locations all over 
the world. Production volumes and different model derivatives can be selectively 
allocated to different production sites because of this level of flexibility in production 
capacity. There are different reasons for volume allocation but cost competitiveness is 
among the leading decision making criteria.   
 
The purpose of the research has been identified above as investigating the influence 
of inbound and outbound logistics on the competitiveness of the South African 
automotive industry. The importance of the study is supported by the importance of 
this industry to the South African economy. The specific subject of logistics has been 
identified as an influencing factor contributing to the competitiveness and strategies 
followed by the role players in the industry. 
 
The objectives of the study were to: 
 
 Critically analyse literature on the South African automotive industry, including 
its competitiveness in global terms. 
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 Critically analyse the influence that inbound and outbound logistics have on the 
competitiveness of the South African automotive industry. 
 Construct a primary research instrument, in the form of a questionnaire, to test 
perceptions about the influence logistics on the competitiveness of the 
automotive industry. 
 Distribute the questionnaire to role players within the South African automotive 
industry. 
 To interpret the results of the questionnaire by means of descriptive and 
inferential statistics. 
 To discuss the findings and draw conclusions from the data collected by the 
research instrument. 
 
The knowledge gained from this study will enable role players in the South African 
automotive industry to better understand the influence of logistics on the 
competitiveness of the local industry and to adapt their strategy towards logistics as a 
result thereof. 
  
1.4 DELIMITATION OF THE STUDY 
 
The study was aimed exclusively at the South African automotive industry. This 
included the manufacturers of vehicles as well as the suppliers of components. The 
results of this study indicated what influence the state of logistics in South Africa has 
on the competitiveness in a global industry. 
 
1.5 CONCLUSION 
 
The background of this research was outlined in this chapter. The primary and sub-
problems were identified. The significance of the research was also addressed and 
the delimitation of the study was identified as being limited to the South African 
automotive industry. 
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CHAPTER TWO: CONCEPTUAL FRAMEWORK AND LITERATURE 
REVIEW 
 
2.1 INTRODUCTION 
 
This chapter provides a background of the automotive industry, both globally and 
locally, in order to create the setting for the study. Then the topic of competitiveness 
and the value chain will be discussed before paying attention to the state of logistics 
in South Africa. The following sub-problems are addressed: 
 
 The nature and extent of the global automotive industry. 
 The nature and extent of the South African automotive industry. 
 The nature and extent of competitiveness. 
 The nature and extent of logistics channels in South Africa. 
 
It is important to understand the position of the South African automotive industry in 
global terms to assess its competitiveness. Furthermore, the influence of logistics on 
the automotive industry will be established by analysing the nature of the logistics 
channels present. This connection between the automotive industry and 
competitiveness through its value chain as a result of country’s logistics aspects plays 
an important role in the strategic positioning of the local industry. According to the 
South African Bulletin of Statistics, an amount of R 2 565 000 000 was spent on the 
transportation of motor vehicles, parts and accessories in 2011. This figure grew to R 
2 654 000 000 by 2012 (Statistics South Africa, 2013). 
  
Figure 2.1 indicates the influence the various logistics processes have on the 
automotive industry. Components and raw material can be sourced from all over the 
world as well as locally. The supply chain can be short and less complex for those that 
are sourced locally, or complex and more time consuming for those which have to 
travel long distances. Besides the different cost factors, it also means that a variety of 
modes of transport need to be used. The most frequently used modes for local supply 
are road and rail and for international supply, sea and air can be added before road 
and rail can be used. This also holds true in reverse for the flow of finished products. 
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Figure 2.1: The logistics flow in the automotive industry 
Source: Author’s construction based on different industry sources 
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2.2 THE GLOBAL AUTOMOTIVE INDUSTRY 
 
The global automotive industry is one of the biggest industries in the world. In 
economic terms, if the automotive industry was a country, it would have the sixth 
largest economy in the world, according to the International Organisation of Motor 
Vehicle Manufacturers (OICA, 2012). OICA also estimates that five percent of the 
world’s total manufacturing employment is attributed to the automotive industry. The 
industry also creates an impressive employment multiplier effect with each direct job 
creating about five indirect jobs, resulting in over 50 million jobs being created by the 
automotive industry. 
 
The automotive industry is often thought of as the most global manufacturing industry 
in the world. Cross-border trade has also been on the increase as a result of the 
economic shift towards globalisation. This has allowed companies in the automotive 
industry to source material from all over the world, as well as to sell their products to 
a global market. As a result, manufacturers have been expanding production capacity 
and spreading their footprint with new production facilities in different parts of the 
world. A variety of factors influence where manufacturers establish their production 
facilities such as, the availability of cheap labour, input materials, or proximity to the 
market (Hill, 2011). The shift in locations of production facilities has had a dramatic 
effect on Foreign Direct Investment (FDI) from developed countries to developing 
countries. 
 
Part of the solution for auto manufacturers during the difficult times of 2007 to 2009, 
was to establish production facilities in low cost locations in developing countries. 
Many new developments were seen in areas such as Latin America, China, Malaysia 
and other South East Asian countries. Many developing nations are providing 
incentives to encourage automotive manufacturers to establish production facilities in 
their countries. In some cases the host countries prohibit foreign auto makers from 
producing vehicles in their country. In the case of China, laws prohibit foreign 
companies from producing vehicles in China unless the foreign companies enter into 
a joint venture with a local Chinese company. Another method that auto companies in 
developing nations are using to gain an advantage is through acquisitions of 
   9 
 
established brands. An example of this was Tata’s acquisition of Land Rover and 
Jaguar.  
 
One can see, from Table 2.1 that the strategy of locating production facilities in 
developing countries, is beginning to have an impact. Aside from China which is 
producing almost double the number of vehicles compared to the USA, there are 
presently countries like South Korea, India, Mexico, Brazil and Thailand in the top 10 
volume producing nations. Previous volume producing countries like France and the 
UK are starting to slip down the rankings due to not being as cost competitive as many 
developing countries. By the end of 2012, South Africa found itself in 26th position, 
behind a number of other developing countries, based on volume produced.  
   10 
 
Table 2.1: 2012 world motor vehicle production volumes by country 
RANK COUNTRY CARS COMMERCIAL TOTAL 
% CHANGE 
2011-2012 
1 China 15,523,658 3,748,150 19,271,808 4.60% 
2 USA 4,105,853 6,223,031 10,328,884 19.30% 
3 Japan 8,554,219 1,388,492 9,942,711 18.40% 
4 Germany 5,388,456 260,813 5,649,269 -8.10% 
5 South Korea 4,167,089 390,649 4,557,738 -2.10% 
6 India 3,285,496 859,698 4,145,194 5.50% 
7 Brazil 2,623,704 718,913 3,342,617 -1.90% 
8 Mexico 1,810,007 1,191,967 3,001,974 12.00% 
9 Thailand 957,623 1,525,420 2,483,043 70.30% 
10 Canada 1,040,298 1,423,434 2,463,732 15.40% 
11 Russia 1,968,789 262,948 2,231,737 12.10% 
12 Spain 1,539,680 439,499 1,979,179 -16.60% 
13 France 1,682,814 284,951 1,967,765 -12.30% 
14 UK 1,464,906 112,039 1,576,945 7.70% 
15 Czech Rep. 1,171,774 7,164 1,178,938 -1.70% 
16 Turkey 576,660 495,679 1,072,339 -9.80% 
17 Indonesia 743,501 322,056 1,065,557 27.10% 
18 Iran 848,000 141,110 989,110 -40.00% 
19 Slovakia 900,000 0 900,000 40.70% 
20 Argentina 497,376 267,119 764,495 -7.80% 
21 Italy 396,817 274,951 671,768 -15.00% 
22 Poland 540,000 107,803 647,803 -22.70% 
23 Malaysia 510,400 61,750 572,150 7.20% 
24 Others 422,776 131,392 554,168 26.60% 
25 Belgium 507,204 34,670 541,874 -8.90% 
26 South Africa 274,873 264,551 539,424 1.30% 
27 Taiwan 278,043 60,995 339,038 -1.20% 
28 Romania 326,556 11,209 337,765 0.80% 
29 Hungary 215,440 2,400 217,840 2.00% 
30 Australia 178,480 31,250 209,730 -6.50% 
31 Uzbekistan 144,980 19,200 164,180 -8.60% 
32 Portugal 115,735 47,826 163,561 -14.90% 
33 Sweden 162,814 N.A. 162,814 -13.80% 
34 Austria 124,000 19,060 143,060 -6.20% 
35 Slovenia 126,836 4,113 130,949 -24.80% 
36 Ukraine 69,687 6,594 76,281 -27.10% 
37 Netherlands 28,000 29,462 57,462 -21.40% 
38 Egypt 36,880 19,600 56,480 -30.90% 
39 Serbia 10,227 796 11,023 0.00% 
40 Finland 2,900   2,900 14.2 
  Total 63,069,541 21,071,668 84,141,209 5.30% 
Source: OICA (2012) 
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The global automotive industry produced 84 million new vehicles in 2012. This number 
includes the production of cars, vans, trucks and busses and is up from just under 80 
million in 2011. The complete industry experienced a total growth of 5.3 percent. This 
good growth rate indicated an improving trend from the low levels of production 
experienced during the period of economic downturn in 2007 to 2009.  
 
Figure 2.2: Automotive production volumes, 2007 to 2012 
Source: OICA (2012) 
 
The “traditional” global automotive industry was led and dominated by American, 
European and Japanese auto companies (Sturgeon, Memedovic, Biesebroeck & 
Gereffi, 2009). Companies like General Motors, Ford, Toyota and Volkswagen have 
been the market leaders for many years. In more recent times, the industry has had a 
number of companies emerging and becoming major role players from countries such 
as China, South Korea and India, with companies like FAW, Hyundai and Tata, 
creating a more truly global industry. Table 2.2 shows the top 15 brands in 2011, based 
on volume produced. 
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Table 2.2: Top 15 world motor vehicle producers by volume in 2011   
RANK GROUP CARS LCV HCV BUS TOTAL 
1 General Motors 6 867 465 2 272 585 6 290  9 146 340 
2 Volkswagen  8 157 058    8 157 058 
3 Toyota 6 793 714 1 037 138 214 375 4 954 8 050 181 
4 Hyundai 6 118 221 469 185 21 296 8 156 6 616 858 
5 Ford 2 639 735 2 166 925 66 790  4 873 450 
6 Nissan 3 581 445 998 417 51 811  4 631 673 
7 PSA 3 161 955 420 455   3 582 410 
8 Honda 2 886 343 22 673   2 909 016 
9 Renault 2 443 040 382 049   2 825 089 
10 Suzuki 2 337 237 388 662   2 725 899 
11 Fiat 1 804 523 486 268 67 170 41 864 2 399 825 
12 Chrysler 507 517 1 488 197 8 800  2 004 514 
13 BMW 1 738 160    1 738 160 
14 Daimler 1 443 419 11 921 70 726 1 942 1 528 008 
15 Mazda 1 103 632 61 959   1 165 591 
Source: OICA (2012) 
 
2.3 THE SOUTH AFRICAN AUTOMOTIVE INDUSTRY 
 
The automotive industry and South Africa have enjoyed a long relationship. The first 
manufacturers to establish production facilities in South Africa were general Motors 
and Ford (Black, 1994). These two assembly plants were located in Port Elizabeth in 
the 1920s. By 1958 a number of assembly plants were established, producing 107 000 
vehicles. By the 1960s companies like Leyland, Peugeot, Renault, Citroen, Chrysler 
and Daihatsu, together with the current manufacturers in South Africa, all had 
assembly plants in the country. Along with these assemblers there were also more 
than 200 component manufacturers supplying parts, mostly to the local market. By 
1986 the industry had stabilised from 16 assemblers down to seven assemblers 
producing 172 000 vehicles, but volumes were low and the industry was fairly 
uncompetitive serving mostly the domestic market with a high variety of models. 
 
In 2012 the South African automotive industry produced 539 000 vehicles and 
contributed approximately seven percent to the GDP of the country (Department of 
Trade and Industry, 2013). The production volumes grew by 1.3 percent from 2011 
but are yet to reach and exceed the volumes produced before the economic crisis. 
South Africa was ranked 24th in respect of global vehicle production by country, with a 
market share of 0.61 percent in 2010. By 2012 South Africa moved down one position 
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but produced 0.64 percent of the global vehicle output. The industry growth of 1.3 
percent is also much lower compared to the global industry growth figure of 5.3 
percent. 
 
Table 2.3: South Africa’s share of global production  
  
2005 2006 2007 2008 2009 2010 2011 2012 
% Change 
2012/2011 
Global 
Vehicle 
Production 
66.55 
mil 
69.33 
mil 
73.18 
mil 
70.52 
mil 
61.70 
mil 
77.62 
mil 
79.88 
mil 
84.14 
mil 
5.30% 
SA Vehicle 
Production 
0.525 
mil 
0.588 
mil 
0.535 
mil 
0.563 
mil 
0.374 
mil 
0.472 
mil 
0.533 
mil 
0.539 
mil 
1.30% 
SA Share 
of Global 
Production 
0.79% 0.85% 0.73% 0.80% 0.61% 0.61% 0.67% 0.64%   
Source: NAAMSA (2013) 
 
The overcapacity for production in the rest of the world is also prevalent in South 
Africa. The vehicle assemblers present in South Africa are all operating with internal 
spare capacity. This is the case for passenger vehicles as well as light to heavy 
commercial vehicles. One can see in Table 2.4 that capacity utilisation was high during 
2006 but experienced a slump between 2007 and 2009. After experiencing good 
recovery during the period from 2010 to 2012, the first quarter of 2013 has again 
shown a decline in the utilisation of available capacity. The trend can be seen 
graphically in Figure 2.3. 
 
Table 2.4: Utilisation of production capacity, 2005 to 2013  
 
2006 2007 2008 2009 2010 2011 2012 
1st Quarter 
2013 
 
Cars 
 
80.1% 67.7% 68.3% 59.4% 77.1% 81.6% 86.5% 78.2% 
Light 
Commercials 
87.8% 82.7% 73.9% 56.5% 68.4% 73.5% 87.8% 69.1% 
Medium 
Commercials 
97.9% 91.7% 89.9% 64.6% 77.2% 88.4% 84.3% 64.3% 
Heavy 
Commercials 
95.1% 95.3% 87.6% 66.1% 77.5% 89.9% 86.9% 64.0% 
Source: NAAMSA (2013) 
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Figure 2.3: Utilisation of production capacity, 2005 to 2013  
Source: NAAMSA (2013) 
 
The role players are now established through seven major vehicle assemblers namely: 
Ford (also producing Mazda), General Motors, BMW, Mercedes Benz, Toyota, Nissan 
(also producing Renault) and Volkswagen. There are also some commercial vehicle 
assemblers but these are producing very low volumes. The assembly plants are 
predominantly split over two areas, the Eastern Cape and Gauteng, which can be seen 
in Figure 2.4. The only assembly plant outside of these two regions is Toyota, located 
in Kwazulu-Natal. There are also over 350 component manufacturers which are mostly 
located in close proximity to the manufacturers which they supply.   
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Figure 2.4: Structure of the South African automotive industry 
 
Source: Pitot (2011) 
 
The automotive industry is also a strong contributor to employment in South Africa. At 
the 31st of December 2012, the direct employment within new vehicle manufacturers 
and specialist commercial vehicle and bus manufacturers stood at 30 159 (NAAMSA, 
2013). 2012 saw an increase of 780 new jobs being created and in the first quarter of 
2013, another 140 direct jobs had already been created. The retail, component and 
service sectors supporting the automotive industry also supplies around 200 000 
additional jobs in South Africa, a vital industry in a country with around 25 percent 
official unemployment. 
 
The introduction of the Motor Industry Development Programme (MIDP) resulted in a 
remarkable increase in vehicle exports. In 2011 the South African automotive industry 
exported vehicles and components to more than 80 countries. The African Growth and 
Opportunities Act (AGOA), which allows for duty-and quota-free access of vehicles, 
resulted in the US being the number one destination of automotive exports from South 
Africa (Department of Trade and Industry, 2013). The main destinations for South 
African auto exports remain first world markets but countries like Zambia, 
Mozambique, Zimbabwe and the Democratic Republic of Congo are steadily 
becoming key partners and are in the Southern African Development Community 
(SADC) region. At 80 225 units, almost 20 percent of vehicles produced locally in 2012 
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were destined for the African market. In 2012, Algeria, Nigeria, Zambia, Zimbabwe, 
Mozambique and Angola were some of South Africa’s leading destinations for vehicle 
sales. The components most exported include, catalytic converters, leather products, 
engine parts and automotive tooling. The importance of the component manufacturers 
in South Africa are listed by NAACAM (2011) as the following: 
 
 The component manufacturers in South Africa were employing 65 000 jobs by 
2010. 
 NAACAM membership reached 44 000 employees. 
 Component sales reached R65 billion (2010), with only 35 percent being 
attributed to local vehicle assembly, 45 percent to exports and a further 20 
percent for aftermarket sales. 
 Capital expenditure in 2010 was R2 billion. 
  
Despite the clear importance of the component manufacturing sector, the local content 
per vehicle assembled in South Africa is still at a relatively low level (35 percent). The 
main reasons for this, as given by NAACAM (2011), are: 
 
 The volumes of vehicles assembled in South Africa are too low to create efficient 
scale for the component manufacturers. 
 The MIDP is allowing OEMs to offset import duties on parts through the export 
of fully built units. 
 The South African currency is overvalued, thus reducing the prices of imported 
components. 
 The South African component manufacturers are not yet cost competitive. 
 
In 2011, vehicle imports reached 318 325 units, representing approximately 72 percent 
of total domestic car sales in South Africa (NAAMSA, 2013). The main countries of 
origin remain Germany, Japan, India, South Korea and the UK but vehicles were 
imported from a total of 27 countries. Components are also imported in large quantities 
by the assembly plants. In 2011 the value of imported components reached R43.8 
billion. A further R23 billion worth of components were imported for replacement parts 
in the aftermarket industry. In 2012, the South African automotive industry was 
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responsible for 40 percent of the country’s trade deficit. Table 2.5 shows how imported 
vehicles are clearly dominating the new vehicle sales in South Africa. 
 
Table 2.5: Imports as a percentage of South Africa’s total passenger 
vehicle sales 
  
2005 2006 2007 2008 2009 2010 2011 
Total 
domestic car 
sales 
419 868 481 558 434 653 329 262 258 129 337 130 440 002 
Imported car 
sales 
208 892 266 247 265 095 203 808 163 750 223 390 318 325 
imports as a 
% of total car 
sales 
49.75% 55.29% 60.99% 61.90% 63.44% 66.26% 72.35% 
Source: NAAMSA (2013)    
 
2.4 AUTOMOTIVE INDUSTRY DEVELOPMENT PROGRAMMES 
 
Developing countries have seen tremendous growth in the assembly and production 
of vehicles since the 1960s. Most of the global brands have been pouring foreign 
investments into countries like Brazil, Mexico and Thailand, to name a few. It is almost 
hard to believe, when referring back to Table 2.1, that South Africa was the leading 
developing country for automotive production in 1960 (Black, 1994). Now countries 
like Malaysia and Indonesia produce more vehicles per year than South Africa. 
 
As most developing countries grow their automotive industries they experience 
different growth stages (Black, 1994): 
 
1. Assembly only. 
2. Limited localisation – Local content requirements begins to be enforced. 
3. Higher localisation – Local content requirements are raised to extreme levels as 
the country realises the potential contribution of this industry to the local 
economy. 
4. Restructuring and rationalisation – A reduction in makes and models are 
experienced to rationalise the efficiency of the industry. 
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5. Deregulation and the promotion of exports – Protection of local content are 
reduced while exports are promoted. 
 
These stages of growth have also been seen in the South African automotive industry 
since its inception. The first in a series of local content programmes was introduced in 
1961. Focus was placed on 11 different types of components to develop those 
industries. These were items such as batteries, tyres, glass and trim parts. By the end 
of 1971, and the end of “Phase II” of the programme, the net local content reached 52 
percent. In 2010 the net local content in vehicles assembled in South Africa was 35 
percent, on average, according to a report released by NAACAM (2013). At that stage 
there were eight engine plants and a number of press plants for body pressings, as 
local content was being measured on mass. 
 
The period between 1977 and 1982 saw a consolidation of local content requirements 
under “Phase III”, “Phase IV” and “Phase V”. Manufactured vehicles had to reach a 
local content of 66 percent by 1977 and light commercial vehicles were to reach the 
same by 1982. All of these programmes were aimed at improving the balance of trade 
and supporting the existence of the local industry. What it failed to do was to support 
the development of high technology components as they were light in mass, the 
measurement of the local content. This caused the development of low cost, low 
technology components in uneconomical volumes. 
 
By 1989, which saw the introduction of the “Phase VI” programme, the industry was 
reduced to the current seven vehicle assemblers, who were producing twenty models. 
The “Phase VI” programme was aimed at achieving the following objectives: 
 
 Promoting investment, job creation and growth. 
 Satisfaction of the essential transport requirements within the country. 
 To improve productivity. 
 Minimising price increases. 
 Maintaining a high level of competition. 
Some much needed improvements had taken place and the more recent programmes 
are still based on much of the same objectives. One of the most important changes 
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was the way in which local content was measured. The mass based method was 
replaced by a value based system, which then also promoted the local development 
of high technology industries.  
 
An export facilitation scheme was also introduced under “Phase VI”. However, it did 
not adequately reduce the trade balance caused by the motor industry as the policy 
had intended. The net trade deficit for the automotive industry increased by 33 percent 
in nominal Rand terms over the period 1989 to 1994 (Damoense & Simon, 2004). 
 
The Motor Industry Development Programme (MIDP) was introduced in 1995 and was 
scheduled to run until 2012. The programme was to achieve a number of objectives 
which included the following (Pitot, 2011): 
 
 To improve the international competitiveness of the South African automotive 
industry. 
 To improve vehicle affordability in the domestic market. 
 To encourage growth in vehicle assembly and component manufacturing, 
particularly through exports. 
 To stabilise employment levels in the industry. 
 To create a better industry foreign exchange balance. 
 
The main objective of the MIDP was to address the uncompetitive nature of the South 
African automotive industry created by years of protectionism and isolation. The MIDP 
was therefore intended to increase the volume of production, as well as the export of 
FBUs (Fully Built Units), through increasing the level of specialised production. The 
MIDP was introduced in a time where the country as a whole was introduced to 
globalisation and was meant to guide the local industry into the global arena. The key 
features of the MIDP can be listed as the following: 
 The reduction of tariffs on light vehicles and components, with tariffs being 
phased down even faster than the required obligations by the World Trade 
Organisation. 
 The complete removal of any local content requirements. 
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 The ability to import components duty-free of up to 27 percent of the wholesale 
value of the complete vehicle. 
 The export of vehicles and components would be rewarded with duty rebate 
credits and could then be used for the duty-free import of vehicles and 
components. 
 
Figure 2.5 shows how the MIDP has played a role in increasing the export of vehicles 
since its inception in 1995. 
 
Figure 2.5: Vehicle exports since 1995 
Source: Pitot (2011) 
 
The next programme was the Automotive Production and Development Programme 
(APDP). The APDP was introduced on the 1st of January 2013 and brought with it a 
number of changes. The key concept of this programme is to provide the industry with 
a reasonable level of support in a market-neutral manner, so as not to infringe on 
global trade policies.  
 
The most notable and well known objective of the APDP is to achieve the production 
of 1.2 million vehicles per annum by the year 2020 but it also provides for appropriate 
levels of support for these ambitious targets. It is also believed that the APDP will 
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achieve a better balance between domestic and export sales to supply growing 
domestic demand and at the same time adhere to World Trade Organisation rules 
(Pitot, 2011). 
  
Local content is also not enforced under the APDP but rather encouraged as it is 
believed that the growth in volume will create a growth in scale to efficiently support 
the component manufacturers. Figure 2.6 indicates the true local content in 2010, 
according to NAACAM (2013). The programme is driven on the basis of four 
characteristics, which are: 
 
 Tariffs – 25 percent for light motor vehicles and 20 percent for components. 
 Volume Assembly Allowance – Duty credits issued to vehicle assemblers based 
on 20 percent, down to 18 percent of the value of vehicles produced locally. 
 Production Incentive (PI) – This will benefit those vehicle assemblers where a 
high level of value addition takes place. This support will be calculated on the 
basis of actual local production value and not material costs. 
 Automotive Investment Scheme – This support is to encourage investments by 
assemblers and component manufacturers to upgrade equipment and facilities. 
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Figure 2.6: Current breakdown of costs and local content  
Source: Pitot (2011) 
 
The objective of the Automotive Investment Scheme (AIS) was to encourage vehicle 
assemblers and component manufacturers to invest in the upgrading of facilities and 
equipment. This part of the APDP was already introduced in 2009 while the MIDP was 
still in place. NAAMSA reports the aggregate capital expenditure in the industry on an 
annual basis. The details of the expenditure, in Rand millions, can be seen in Table 
2.6. What is interesting to note is that capital expenditure has still not recovered to its 
highest levels experienced in 2006, even with the AIS in place. One can only assume 
that the AIS at least had a positive influence in helping the automotive industry with its 
recovery after the economic crisis between 2007 and 2009. 
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Table 2.6: Capital expenditure in the automotive industry, 2005 to 2012  
Capital Expenditure 2005 2006 2007 2008 2009 2010 2011 2012 
2013 
Projectio
n 
Product/Local/Content/Expo
rt Investment/Production 
Facilities 
2 805.
3 
5 058.
1 
2 458.
7 
2 807.
7 
2 215.
9 
3 351.
1 
3 522.
7 
3 837.
2 
4 525.5 
Land and Buildings 512.1 758.0 382.4 329.1 178.7 441.2 176.4 431.9 301.0 
Support Infrastructure (I.T., 
R&D, Technical, etc.) 
258.7 398.8 254.4 153.1 74.1 202.4 203.6 409.2 393.1 
Total 
3 576.
1 
6 214.
9 
3 095.
5 
3 289.
9 
2 468.
7 
3 994.
7 
3 902.
7 
4 678.
3 
5 219.6 
Source: NAAMSA (2013) 
 
2.5 COMPETITIVENESS 
 
The World Economic Forum conducts an annual survey to determine the global 
competitive position of a number of countries. It defines competitiveness as the set of 
institutions, policies and factors which determine the level of productivity of a country 
(World Economic Forum, 2013). Furthermore, it attributes the prosperity that can be 
earned by an economy, to the level of productivity of that country. Deloitte’s 2013 
Global Manufacturing Competitiveness Index Report states that there is a strong 
relationship between manufacturing and a country’s GDP (Deloitte, 2013). 
Coincidentally, South Africa is ranked 24th in the Deloitte report and is the 25th ranked 
automotive producing country by volume. 
 
One cannot discuss competition without referring to Porter’s five forces of 
competitiveness. These can be listed briefly as the bargaining power of customers, 
the bargaining power of suppliers, the threat of new entrants, the threat of substitute 
products, and the nature of competitive rivalry (Hill, 2011). An analysis of the 
competitive position of the South African automotive industry based on Porter’s five 
forces, according to Hill (2011), would yield the following results: 
 
 The bargaining power of customers. The degree of customer power depends on 
customer concentration, the propensity of customers to integrate backward, the 
cost of switching suppliers, and the number of alternative suppliers. The 
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customers of the South African automotive industry are both internal and 
external. The external customers are the final customers or the consumers. The 
internal customers are the parent companies who decide where production will 
take place. The external customers play an important role in brand selection 
which will drive the sales of a particular brand but the head office decisions as to 
where production will take place is a strong force in the context of this study as 
it has a direct impact on the competitiveness of the local industry. 
 
 The bargaining power of suppliers. Just as customers can put pressure on costs, 
so too can suppliers put pressure on profits by increasing input costs. The same 
factors that determine the power of customers also determine the power of 
suppliers. Suppliers to vehicle manufacturers face high levels of competition 
amongst each other but do not exert much power over the OEMs themselves. 
An indirect effect of suppliers exists when a global sourcing decision is made by 
OEMs head office. This could result in a supplier in one location supplying the 
same components to the OEMs production facilities in different locations all over 
the world. 
 
 The threat of new entrants. If an industry is earning a return on invested capital 
above the cost of capital, it will attract the attention of new entrants into that 
industry. In the context of this study, the threat of new entrants can be described 
as the establishment of new locations competing in the global automotive 
industry. Evidence of the strength of this force can be seen in the emergence of 
automotive producing countries such as Thailand and the growth they have 
experienced. Thailand is currently the world’s 9th largest automotive producing 
country, with a 70.3 percent growth in volume experienced from 2011 to 2012.  
 
 The threat of substitute products. The profit potential in an industry is determined 
by the maximum price that customers are willing to pay. This price is largely a 
direct result of the availability of substitute products. The idea of substitute 
products in the automotive industry has many dimensions. For component 
manufacturers, a substitute product could come from enhancements in 
technology. However, for vehicle manufacturers it is the threat of the 
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advancement of competitor’s products as well as the threat of other means of 
transport taking the place of the automobile. One of the world’s megatrends is 
the emergence of mega cities. This type of future megatrend brings with it 
changing trends in mobility. Personal motor vehicles could become redundant 
and be replaced by modes of public transport. The South African automotive 
industry has been experiencing substitute products since entering the global 
market in the form of new sources for components and a high level of imported 
new vehicles. 
 
 The nature of competitive rivalry. The automotive industry is in a global state of 
over capacity. While the demand for vehicles declined during the credit crisis and 
the following Euro crisis, automotive producers found themselves relocating 
production facilities. The reason behind the move was to produce in a low cost 
environment and simultaneously be closer to growth markets. What this meant 
for the previously existing over capacity situation was further growth in capacity. 
This force is extremely strong as the OEMs in the South African automotive 
industry are not only competing against each other but also internally to secure 
their share of the global production volume.    
 
In 2011, a report by Roger Pitot, President of NAACAM, discussed the industry’s 
performance between 1995 and 2010 and made the following points: 
 
 Significant improvements in quality and productivity have been made with 
progressive economies of scale being achieved with local vehicle platforms down 
from 42 to 15 variants. 
 The average volume per model produced increased from 9 000 units to 30 000 
per annum. 
 In 2010, four models were reaching above 40 000 units and six models above 
20 000 units per annum. 
 An increase in number of vehicles produced per employee from less than 10 
vehicles per annum to 17 vehicles per annum in 2010. 
 Significant rationalization and economies of scale production has reduced 
complexity for domestic component suppliers and enhanced efficiencies. 
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During a NAAMSA presentation in 2011, then NAAMSA president David Powels, 
identified some key issues which the NAAMSA (2013) members felt should receive 
attention in order to drive global competitiveness and entrench the automotive industry 
as part of the manufacturing hub for South Africa. These were: 
 
 To increase average annual volumes per platform produced in South Africa to 
globally competitive levels of minimum 80 000 units per platform. 
 The level of local content to increase to 70 percent or more. 
 South African component manufacturer competitiveness to improve and, as a 
minimum, align with average European costs. 
 Focused industrialization strategy to broaden South African supplier chain and 
increase manufacturing depth. 
 Productivity in the vehicle assembly plants to improve from 15 cars to 30 cars 
per employee per annum. 
 Massive investment in training and skills development at all levels. 
 Substantial improvement in logistics competitiveness and infrastructure. 
 The imperative of developing and maintaining a stable industrial relations 
environment throughout the automotive manufacturing chain. 
 
2.6 COMPETITIVE ADVANTAGE AND THE VALUE CHAIN 
 
Every company and industry consists of a range of activities to bring its products to 
market. The idea of a value chain was first suggested by Michael Porter (1985) to 
depict how customer value accumulates along a chain of activities that lead to an end 
product or service. All the activities combined, create value for buyers and are 
therefore called the value chain of a company (Porter, 1985). A company’s value chain 
identifies the primary activities that create customer value and the related support 
activities. A company’s value chain also includes mark-up or its profit margin as it is 
part of the total cost of the product. Porter (1985) argues that the ability to perform 
particular activities and to manage the linkages between these activities is a source of 
competitive advantage. The value chain approach can therefore be used by 
companies or industries to better understand which part or parts of their value chain 
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are yielding them the greatest competitive advantage. Figure 2.7 depicts a generic 
representation of a value chain. 
 
Figure 2.7: The basic model of Porter’s Value Chain  
 
Source: Porter (1985) 
 
There is a distinction between primary activities and support activities, according to 
Porter’s Value Chain. The primary activities include those activities that are directly 
related to the delivery of the final product or service: 
 
 Inbound Logistics – All the activities, costs and assets associated with the flow 
of the incoming material. These would include activities such as transport, 
storage and the management thereof. 
 Operations – All the activities, costs and assets associated with converting inputs 
into final products. These would include activities such as production, 
manufacturing, maintenance of machines, etc. 
 Outbound Logistics - All the activities, costs and assets associated with the 
outbound flow of the final products. These would include activities such as 
transport, storage and the management thereof. 
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 Marketing and Sales - All the activities, costs and assets associated with the 
sales efforts. These would include activities such as advertising, market research 
and planning of dealer distribution. 
 Service - All the activities, costs and assets associated with the assistance to 
customers. These would include activities such as spare parts delivery, technical 
assistance, maintenance and repair, etc. 
 
Each of these primary activities are linked to support activities. There are four main 
areas of support activities: 
 
 Infrastructure – This refers to the internal infrastructure of a company and 
includes activities such as investor relations, planning, financing and general 
management. 
 Human Resource Management – This refers to all the activities associated with 
the labour related activities and includes activities such as recruitment, training 
and development, and compensation of all personnel. 
 Technology Development – This refers to the activities associated with research 
and development of the products and processes. 
 Procurement – This refers to the activities to procure plants, machines and 
equipment as well as services to perform the primary activities. Thus, the 
procurement of consumable items as well as assets.  
 
The term “Profit Margin”, implies that a company’s ability to successfully link all the 
activities of its value chain, will achieve a better competitive position than that of its 
competitors. Therefore, the combined costs of all the activities in the value chain 
contributes to whether the company’s overall cost position, relative to competitors, is 
favourable. The task of value chain analysis will determine which individual activities 
in the value chain are sources of advantage or disadvantage. It is unusual for one 
company in an industry to perform all the tasks in the entire value chain. A company 
usually forms part of a greater value chain or supply chain. According to Shank and 
Govindarajan as sighted by the Institute of Management (1996), the industry value 
chain starts with the value-creating processes of suppliers, which provide the input 
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raw material and components, through to the end user or consumers and culminates 
in the disposal and recycling of materials.   
 
For the purpose of this research, the value chain of the automotive industry in one 
country (South Africa) was considered instead of one company. The overall 
competitive advantage of the automotive industry in South Africa is derived from the 
value it offers compared to the cost of creating that value. Only two of the primary 
activities, namely Inbound Logistics and Outbound Logistics will receive further 
attention. These two activities can be examined together as they make predominant 
use of the same resources and infrastructure to function. The state of logistics in one 
country also has a similar influence on the individual value chains of all the role players 
which include all the vehicle manufacturers and their suppliers, making them 
participants in one value chain. 
        
2.7 THE STATE OF LOGISTICS IN SOUTH AFRICA 
 
Logistics Management, as defined by the Council of Supply Chain Management 
Professionals (CSCMP), is stated as the following (CSCMP, 2013, p.3): 
 
"Logistics management is that part of supply chain management that 
plans, implements, and controls the efficient, effective forward and 
reverse flow and storage of goods, services, and related information 
between the point of origin and the point of consumption in order to meet 
customers' requirements. Logistics management activities typically 
include inbound and outbound transportation management, fleet 
management, warehousing, materials handling, order fulfilment, logistics 
network design, inventory management, supply/demand planning, and 
management of third party logistics services providers." 
 
Logistics consist of a number of activities, as can be derived from the above definition. 
Two components, namely inbound logistics and outbound logistics, are the focus 
areas for the purpose of this research but even these two components are complex in 
nature and are being influenced by a number of factors.  
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To better understand the influence of logistics on a specific industry in a specific 
country, one must investigate the nature and the state of logistics in that country. 
According to The World Bank’s Logistics Performance Index (Arvis et el, 2012), 
countries are adopting forward-looking logistics policies. Examples of these can be 
seen in developments such as the establishment of China’s bureau for logistics 
development and the United States’ Supply Chain Competitiveness Council. In more 
developing countries, Indonesia and Malaysia have national logistics strategies and in 
2011, Morocco adopted a public-private charter on logistics development. South Africa 
also publishes an annual report on their state of logistics. Such public support affirms 
the importance of logistics as an enabler for the development of an economy. 
Countries with better logistics can grow faster, become more competitive and increase 
their investment. South Africa is ranked 23rd out of 155 countries, in the 2012 Logistics 
Performance Index (LPI). The LPI uses six components to analyse the logistics 
performance of countries: the efficiency of customs and border management 
clearance; the quality of trade and transport infrastructure; the ease of arranging 
competitively priced shipments; the competence and quality of logistics services; the 
ability to track and trace consignments and; the frequency with which shipments reach 
consignees within scheduled or expected delivery times.  
 
In South Africa, The Council for Scientific and Industrial Research (CSIR) publishes 
an annual State-of-Logistics report. In the 2012 report titled, Connecting Neighbours 
– Engaging the World (CSIR, 2013), much emphasis was placed on influencing factors 
like cost, infrastructure and skills. Figure 2.8 indicates the logistics levels in different 
parts of the world. 
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Figure 2.8: The Logistics Performance Index 
Source: Arvis et el, (2012) 
 
2.7.1 Logistics costs 
 
South Africa, Finland and the United States are the only three countries that have 
conducted consistent annual logistics cost surveys over the past five years. The LPI 
has now begun to measure logistics costs of different countries at macro-economic 
level.  
 
In South Africa, logistics costs as a percentage of GDP had risen by 0.7 percent to 
12.6 percent in 2011 and were expected to have risen to 12.8 percent for 2012 (CSIR, 
2013). This measurement is skewed by the tertiary (services) sector’s contribution to 
the GDP as this sector does not make use of much logistics activities. When this sector 
is excluded and only logistics costs as a percentage of the transportable GDP is 
measured, the number approaches 50 percent. 
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The 2012 State of Logistics report analyses the four components of the total logistics 
costs (CSIR, 2013):  
 
 Transport costs 
The contribution of transport costs to the total logistics cost stands at 61 percent, 
which is significantly higher than the global average. This cost component 
experienced an increase of 24 percent between 2010 and 2011 alone. A further 
breakdown of the contributors to this cost component shows that fuel costs 
contribute more than double the amount of the second highest cost element, 
namely wages. Another high cost contributor is that of the port costs in the region. 
In 2010, the tariff for a unitary container vessel at the Port of Durban was more 
than double the global average, according to the Ports Regulator (Development 
Bank of southern Africa, 2012). 
 
 Inventory carrying costs 
The second most volatile logistics cost component is inventory carrying costs. 
This component is driven by yet another exogenous cost driver, namely the prime 
interest rate. Although interest rates decreased slightly between 2010 and 2012, 
inventory levels had risen by just over 10 percent in 2012, resulting in an increase 
in inventory costs of just below eight percent between 2011 and 2012. 
 
 Warehousing 
Trade-off decisions are prevalent in the logistics sphere. The trade-off for 
example between less warehousing of raw material or finished products through 
smaller more frequent deliveries versus more warehousing combined with less 
frequent deliveries at larger volumes. The warehousing component has been 
contributing consistently between 14 and 15 percent of total logistics costs.    
 
 Management and administration 
The rapidly changing environment of logistics makes the managing of supply 
chains all the more complex. Due to these complexities in the management and 
administration of logistics, these costs have also remained around the 12 percent 
mark. 
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The high cost of logistics is an inhibitor to global trade. The recent release of the 
Massachusetts Institute of Technology (MIT) Forum for Supply Chain Innovation’s 
survey (Simchi-Levi, 2012) on re-shoring concluded that nearly half of the United 
States’ manufacturers are considering re-shoring. 
 
South African logistics relies too heavily on road transport and is indicative of a high 
cost system, which is inefficient and constrains the competitiveness of the country. 
Furthermore, 73 percent of the respondents of the 9th State of Logistics survey 
indicated that the condition of the country’s roads contributes greatly to the cost of 
road transportation in South Africa (CSIR, 2013). Another contributing factor to the 
high cost of logistics is the poor condition of rail services in South Africa. A large 
proportion of the cargo being transported by road currently could be transported more 
efficiently by rail, according to the survey. 
 
2.7.2 Logistics infrastructure 
 
Most of South Africa is well connected by road and rail. Three spheres of government, 
namely national, provincial and municipal, control the roads in the country. The country 
has approximately 535 000 km of roads, according to the South African National Road 
Agency Limited (SANRAL), of which about 300 000 km are gravel roads (CSIR, 2013). 
The rail network in South Africa consists of 30 400 km of track. Of this, only about 
12 801 km can be classified as the core network, as the rest is currently out of 
commission. The country also has eight well developed commercial ports along its 
coastline, which are known to be the most modern facilities in Africa. The successful 
regionalisation strategies for ports are being inhibited by political agendas and could 
be overcome by more initiatives like the Maputo Logistics Corridor Initiative that 
crosses political boundaries to improve logistics efficiency for the whole region.    
 
Investment in trade-related infrastructure is the most effective method to improve the 
efficiency of an economy (Arvis et el, 2012). Having the necessary logistics 
infrastructure in place is a prerequisite to successfully integrate a country with its 
neighbours, thereby enhancing its regional competitiveness (CSIR, 2013). According 
to the State of Logistics Survey, recent research conducted by the World Bank has 
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shown that there is an increase in output of approximately one percent for every 10 
percent increase in infrastructure. They also conclude that the per capita GDP rate 
could be increased by 0.5 percent per decade when expenditure on infrastructure is 
increased to around five to six percent of GDP. 
 
It seems as though Information and Communications Technology (ICT) services are 
of relatively good standard across the world. It is the physical form of infrastructure, 
such as road, rail and port infrastructure, that is proving to be more of a concern in 
developing countries. In fact, respondents in the 2012 LPI voiced their widespread 
dissatisfaction with port logistics in all developing regions. The two predominant 
sources of dissatisfaction come from a lack of capacity and inefficient operations at 
existing facilities. Furthermore, 74.9 percent of the respondents in the 2012 State of 
Logistics Survey rated the lack of adequate infrastructure as one of the top constraints 
of doing business in Africa (CSIR, 2013). South Africa has a relatively extensive 
logistics infrastructure in place but the maintenance and upgrading thereof is generally 
problematic. It was also felt that there is an imbalance in the freight on road and rail 
and that much of the volumes transported by road are ideally suited for rail. Some of 
the benefits of shifting freight from road to rail include the following: 
 
 A reduction of congestion on the main roads by taking freight trucks off the road. 
 A reduction in carbon emissions, as rail is more fuel efficient than road haulage, 
per tonne carried. 
 A reduction in road accidents caused by freight vehicles. 
 A reduction in road damage caused by heavy freight vehicles. 
 
Morocco invested heavily in improving its state of logistics during the first decade of 
this century, in order to support more complex supply chains while banking on their 
geographical location to service markets in north Africa, west Africa and most 
importantly, southern Europe (Arvis et el, 2012). This attracted Renault-Nissan to 
begin operations at its Tangier factory in 2012, with a production capacity of 400 000 
cars for export. Similar strategies are in place in Malaysia, Panama and elsewhere. 
The National Transportation Policy in Canada is based on two factors to enhance their 
investment in infrastructure, namely: 
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 maximising the capacity of the existing transportation network, and 
 educating the public to gain their support through socially responsible behaviour. 
 
2.7.3 Logistics skills 
  
“The logistics and supply chain sector underpins the entire global economy.” This 
statement was made by the World Economic Forum to highlight the need for qualified, 
skilled and experienced employees in the global supply chain industry (World 
Economic Forum, 2013, p.7). The availability of skilled workers is a concern in most 
sectors of the South African economy. This problem is however not unique to South 
Africa as 37 percent of businesses in the BRIC (Brazil, Russia, India and China) 
economies believe that a shortage in skilled workers would dampen their growth in 
2013 (CSIR, 2013). 
 
South Africa is ranked 132nd out of 144 countries on primary education, according to 
the Global Competitiveness Report 2012/2013 (World Economic Forum, 2013). 
Education is seen as an efficiency enhancer and contributes to a country’s 
competitiveness. According to the Logistics Performance Index, South Africa is 
currently ranked 23rd in the world in terms of logistics performance. This is a clear 
indication that education and skills development is hampering the efficient 
competitiveness of logistics performance in South Africa. The shortage of supply chain 
skills is seen as one of the top five constraints to South African supply chains and the 
single biggest constraint of competitiveness (Barloworld Logistics, 2013).    
 
According to the State of Logistics Report (CSIR, 2013) employers require employees 
to have at least some form of education. This varies from high school education for 
operational employees to some form of tertiary education at the tactical level and up 
to a Bachelor’s degree at the strategic level. The need appears to be similar in the 
case of experience required, ranging from at least some experience up to a minimum 
of five years experience at the strategic level. The same report also identified that most 
businesses find it difficult to fill positions at the tactical and strategic levels where more 
education and experience are required.   
   36 
 
2.8 CONCLUSION 
 
Logistics is increasingly seen as important for both competitiveness and sustainability 
(Arvis et el, 2012). This was the motivation for initiating a study into the influence of 
logistics on the competitiveness of a specific industry, in this case the automotive 
industry. 
 
This chapter was written to create the conceptual framework, by means of a literature 
review, of the factors at play in this industry. First it was necessary to understand and 
describe the industry in global terms. This created the value and importance of this 
industry in the world. It was also important to understand where the South African 
component of this industry fits in global terms. It was discovered that the South African 
automotive industry is a small contributor to the world volumes and is in fact fragile to 
global decisions. 
 
It was necessary to discuss the policies in place and their histories to better understand 
the trade conditions. It was found that the South African automotive industry was 
protected through isolation and a variety of programmes for many years and new 
programmes had to be introduced to support the industry’s participation in 
globalisation. 
  
Further analysis was done on the competitive position of the South African automotive 
industry. A tool for measuring competitiveness, namely the value chain was introduced 
and discussed. This led to breaking down the value chain into the primary and support 
activities which determine competitive position. Two aspects of the primary activities, 
namely inbound logistics and outbound logistics, where then chosen for discussion 
and further analysis. 
 
Due to similar channels being used for both inbound logistics and outbound logistics, 
it was possible to look at the state of logistics as a whole in South Africa. The literature 
revealed that although South Africa has some of the best logistics infrastructure in 
Africa, it is still relatively poor in comparison to the rest of the world. This is in terms of 
poor maintenance and further development taking place, as well as on the basis of 
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costs. It was discovered that the port costs in South Africa are higher than the world 
average and that the modes of transport are not ideal for the freight being transported. 
It was also identified that there are three main drivers in the competitiveness of 
logistics which were costs, infrastructure and skills. 
 
The literature review and conceptual framework for this research was then used to 
create the primary research tool, namely the questionnaire. This will be discussed in 
the next chapter. 
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CHAPTER THREE: RESEARCH DESIGN 
 
 
3.1 INTRODUCTION 
 
During a recent article in the Financial Mail, Nissan South Africa’s managing director, 
Mike Whitfield was reported as saying, that to remain competitive the industry needed 
to reduce its total costs by 15 to 20 percent (NAAMSA, 2013). Logistics has been 
highlighted by a number of industry role players as an area where improvements would 
have a positive effect on the industry’s competitiveness. 
 
The primary purpose of this research was to investigate the influence of logistics on 
the competitiveness of the South African automotive industry. A questionnaire was 
constructed to investigate the perception of the influence of a number of aspects of 
logistics on the automotive industry. This chapter provides details of the nature and 
purpose of research, the different research paradigms, the applied research 
methodology, as well as the population sampled and the analysis and interpretation of 
the data collected.  
 
3.2 THE NATURE AND PURPOSE OF RESEARCH 
 
According to Leedy and Ormond (2005, p.32), “Research is a systematic process of 
collecting, analysing and interpreting information in order to increase our 
understanding of the phenomenon about which we are interested or concerned.” It is 
also a process of enquiry and investigation that should be systematic and methodical, 
and increase knowledge (Collis & Hussey, 2009). The phenomenon mentioned above 
is usually stated as a question or problem divided into a main problem motivating the 
research, and sub-problems. 
 
Research can furthermore be divided into basic or applied research. Basic research 
(pure research), is designed to contribute to the general body of knowledge through 
an evaluation of concepts and theories while the aim of applied research is to solve 
existing real-life problems (Leedy & Ormond, 2005). This study evaluated the current 
body of knowledge of the South African automotive industry and the state of logistics 
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in the country. The literature review and subsequent results of the survey 
questionnaire enabled the researcher to formulate conclusions about the problem. 
Therefore, this categorises the study as basic research through its contribution to the 
body of knowledge. 
 
3.3 RESEARCH PARADIGMS 
 
Research consists of two broad paradigms, positivistic and phenomenological 
paradigms. These paradigms are also more commonly known as quantitative and 
qualitative research. 
 
3.3.1 Positivistic paradigm 
 
Positivistic research is based on scientific methods used in natural and social 
sciences. Positivists recognise only positive facts and observable events, those things 
that can be seen, measured and be counted as facts. Positivism does not take much 
into account of the beliefs or feelings of the researcher and is conducted in an objective 
manner. The research methods can also be categorised as quantitative research 
methods (Burns, 2000). 
 
3.3.2 Phenomenological paradigm 
 
The phenomenological paradigm emerged from criticism of the positivistic paradigm. 
The argument is that social reality is in our minds and therefore objectivity cannot be 
guaranteed unconditionally. Thus, the phenomenological paradigm is concerned with 
understanding human behaviour from the participant’s own frame of reference. The 
research methods can also be categorised as qualitative research methods (Nwokah, 
Kiabel & Briggs, 2009).   
 
The reason for this study was to determine the influence of logistics on the 
competitiveness of the South African automotive industry. The study made use of the 
positivistic paradigm to analyse the relationship between the variables and the primary 
management problem. It was therefore a quantitative research study. 
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3.4 SAMPLE AND SAMPLING DESIGN 
 
As the study investigated the competitiveness of the South African automotive 
industry, the population (and sample) were companies actively participating in the 
South African automotive industry. The population included vehicle assemblers and 
suppliers of components. 
 
Two representative bodies’ member lists were used to identify the majority of the 
population. These two representative bodies are the National Association of 
Automobile Manufacturers of South Africa (NAAMSA) and the National Association of 
Automotive Component and Allied Manufacturers (NAACAM). NAAMSA is 
representative of the vehicle manufacturers and importers, and NAACAM is 
representative of the component suppliers and service providers to the automotive 
industry. NAACAM assisted in distributing the questionnaire to its members and the 
remaining questionnaires were distributed by the author through means of 
acquaintances within the automotive industry. A total of 243 questionnaires were 
distributed in this manner, of which 72 completed questionnaires were returned 
successfully completed.  
 
3.5 DATA COLLECTION AND ANALYSIS 
 
A survey is a positivistic method whereby a sample of subjects is drawn from a 
population and studied to make inferences about the population (Collis & Hussey, 
2009). Primary data was collected through a self-administered questionnaire based 
on a five point Likert scale. The respondents were first asked to complete a number of 
questions to establish the demographics of the sample. This was done to establish 
whether the right demographic was reached and also to establish the credibility of the 
sample. One question in the survey was open ended however, providing for the 
respondents company name. This was added to identify whether a large enough cross 
section of the automotive industry was reached. The literature review in chapter two 
served as secondary data for this study, which was used to identify the variables to be 
tested. 
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The data collected from the sample was analysed by means of descriptive statistical 
methods. Descriptive statistics are a group of statistical methods used to summarise, 
describe or display quantitative data (Collis & Hussey, 2009). Inferential statistical 
methods were also used to support the analysis of the data. Also according to Collis 
and Hussey (2009), inferential statistics are a group of statistical methods and models 
used to draw conclusions about a population from quantitative data relating to a 
random sample. The standard deviation and the mean were tested from the questions 
related to inbound logistics and outbound logistics. This was done to analyse the 
distribution of the answers around the mean to understand the similarity of the 
responses. 
 
3.6 RELIABILITY AND VALIDITY 
 
Reliability is concerned with the findings of the research (Collis & Hussey, 2009). A 
measuring instrument is deemed to be reliable when the results of the same research 
remain consistent. Validity is concerned with whether the data received is 
representative of the reality of the study. It is possible in some cases that the 
respondents lose concentration, get bored with the questions or even just chose 
random answers. It is also possible that the questions contain errors that could cause 
ambiguity. 
 
The questionnaire served as the measuring instrument to address the research 
problem for this study. The research instrument demonstrated face validity. A draft of 
the questionnaire was discussed via a one on one basis with a pilot group of two 
individuals. Both individuals function at the general manager level of vehicle 
assemblers in South Africa. Both respondents also fell within the target sample of the 
questionnaire, one being the general manager of supply chain management at Nissan 
and the other the general manager of purchasing at Mercedes Benz. 
 
This pilot test of the questionnaire served as an opportunity to test the content for 
ambiguity and any unclear meaning within the questions. It was also necessary to 
ensure that the questions were not leading the respondent but that the objective of 
what the researcher was aiming to achieve with the test was clear. Some minor 
changes were made after the pilot exercise to ensure clarity. Two questions were also 
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added to test the validity of the answers by stating them as direct opposites to two 
existing questions. The results of the opposing questions are used as a validity test. 
 
It was important to conduct the pilot study as reliability is concerned with the findings 
of the research being similar if repeated (Collis & Hussey, 2009). The pilot study thus 
assisted to remove ambiguity from the study and thus ensuring that repeat findings 
would be reliable. The questionnaire was tested with the same pilot group again after 
the changes were made to ensure that the corrections were properly implemented and 
the questionnaire was clear. A copy of the questionnaire is attached in Addendum A.  
 
3.7 CONCLUSION 
 
The nature and extent of research and research paradigms were discussed in this 
chapter. Justification was also given for the selection of the quantitative or positivistic 
approach to this research. The questionnaire as a research instrument was discussed 
and how it was tested with a pilot group to ensure its reliability and validity. The sample 
was also identified in this chapter to be respondents in the South African automotive 
industry, working for the vehicle assemblers and component manufacturers due to the 
specific knowledge required for this research problem. Descriptive and inferential 
statistical methods were also discussed as the chosen data analysis tools.  
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CHAPTER FOUR: RESULTS, PRESENTATION AND DISCUSSION 
 
 
4.1 INTRODUCTION 
 
This chapter is aimed at discussing the responses to the research questionnaire. The 
questionnaire consisted of two sections focussing on the demographics of the 
respondents and then the influencing variables of inbound and outbound logistics. The 
demographic information played an important role in identifying the origin of the 
respondents in the context of establishing the credibility of the responses. The next 
section focused on a variety of questions that tested the influence of inbound and 
outbound logistics on the respondent’s business activities. 
 
4.2 THE SAMPLE AND EXTENT OF RESPONSES 
 
A questionnaire was used to conduct an empirical investigation into the perception of 
how competitiveness in the South African automotive industry is influenced by inbound 
and outbound logistics. The nature of the research focused on a specific sample 
namely the South African automotive industry. The role players who are influenced the 
most are those companies who manufacture either components or motor vehicles in 
this environment. The questionnaire was successful in reaching a representative 
sample of role players in the South African automotive industry. 
 
The survey consisted of 28 questions in total. The first nine questions were 
constructed to establish the demographic information of the respondents and the 
companies they represented. The next 19 questions were used to establish the 
respondents’ perceptions of the influence of inbound and outbound logistics on their 
competitive position as a result of operating in South Africa. 
 
The research was conducted between the 1st of August and the 31st of August 2013. 
A total of 72 responses were received during this period. 71 out of 72 of the responses, 
or 98.6 percent, were representative of the intended participants, namely vehicle 
manufacturers and component manufacturers. 
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4.3 DEMOGRAPHICS OF THE SAMPLE GROUP 
 
The first section of the survey was intended to identify the demographics of the sample 
group. More specifically, it was intended to identify the companies represented, as well 
as the sectors of the automotive industry which the respondents represented. 
Furthermore, it was intended to identify the level at which the respondents function in 
their companies and the knowledge they have of the factors in their companies which 
influence inbound and outbound logistics. 
 
The questionnaire was aimed at a specific demographic within the companies as it 
calls on the respondent to have knowledge of the logistical factors within their 
company, the automotive industry and the country. The demographic questions and 
results are detailed below: 
 
1. Which company do you work for? (Optional) 
45 answered questions, 27 unanswered questions 
2. Which type of company do you work for? 
72 answered questions, 0 unanswered questions 
3. In which department do you work in your company? 
66 answered questions, 6 unanswered questions 
4. At what level do you function in your company? 
71 answered questions, 1 unanswered question 
5. How many years have you worked in the automotive industry? 
71 answered questions, 1 unanswered question 
6. What percentage of imported material is used to produce your final products? If 
you know the specific percentage please enter it in the area provided, 
alternatively choose a range. 
70 answered questions, 2 unanswered questions 
7. What percentage of final products does your company export?  If you know the 
specific percentage please enter it in the area provided, alternatively choose a 
range. 
64 answered questions, 8 unanswered questions 
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8. What part of your company's total product cost would you attribute to INBOUND 
LOGISTICS costs?  If you know the specific percentage please enter it in the 
area provided, alternatively choose a range. 
65 answered questions, 7 unanswered questions 
9. What part of your company's total product cost would you attribute to 
OUTBOUND LOGISTICS costs?  If you know the specific percentage please 
enter it in the area provided, alternatively choose a range. 
62 answered questions, 10 unanswered questions 
 
The first question was included to identify the representation of the respondents in the 
automotive industry. Forty five respondents answered this question, despite it being 
an optional question. Twenty seven respondents skipped this question. A good 
participation of both vehicle assemblers and component manufacturers were 
represented by the 45 answered questions. Table 4.1 indicates that the questionnaire 
was answered by all seven of the passenger vehicle assemblers in South Africa as 
well as one of the truck assemblers and 18 of the component manufacturers.  
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Table 4.1: Identification of companies represented by respondents 
Company Quantity of 
respondents 
Industry sub-sector 
Ford 8 Vehicle assembler 
Nissan 6 Vehicle assembler 
Volkswagen 5 Vehicle assembler 
Mercedes Benz 3 Vehicle assembler 
BMW 2 Vehicle assembler 
Toyota 1 Vehicle assembler 
General Motors 1 Vehicle assembler 
Volvo 1 Truck assembler 
Autocast 2 Component manufacturer 
GKN Sinter Metals 1 Component manufacturer 
Robert Bosch 1 Component manufacturer 
Zealous Automotive 1 Component manufacturer 
Eberspaecher 1 Component manufacturer 
Venture Otto 1 Component manufacturer 
Autoneum Feltex 1 Component manufacturer 
Feltex Automotive Trim 2 Component manufacturer 
Feltex Fehrer 1 Component manufacturer 
Feltex Caravelle 1 Component manufacturer 
MA –Automotive 1 Component manufacturer 
PFK Electronics 1 Component manufacturer 
Lumotech 1 Component manufacturer 
Faurecia Emissions Control 1 Component manufacturer 
Bosal Afrika 1 Component manufacturer 
Shatterprufe 1 Component manufacturer 
Source: Author’s construction based on survey results 
 
It is important to remember that a further 27 respondents chose not to identify the 
company they work for which could therefore strengthen the representation of vehicle 
assemblers and component manufacturers. In fact, question 2 was constructed to 
identify the nature of the company which the respondent represents. The alternatives 
available to the respondents were: 
 
1. Automotive vehicle assembler 
2. Automotive component manufacturer 
3. Other (Please Specify) 
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Figure 4.1 indicates that 39 respondents or 54.2 percent represents automotive 
vehicle manufacturers. A further 32 respondents or 44.4 percent represents 
automotive component manufacturers and only one respondent chose other which 
equates to only 1.4 percent of the survey respondents. This respondent indicated that 
they work in the logistics, transportation and solutions industry. This respondent’s 
results were kept because of the relevance of logistics to this research.    
 
Figure 4.1: The industry composition of the sample 
 
Source: Author’s construction based on survey results 
 
Figure 4.2 shows the departmental representation within the companies of the 
respondents. The question aimed to identify whether the correct sample had been 
reached due to the specific nature of the survey. The results indicate that the majority 
(38.9 percent) of the respondents work directly in the supply chain or logistics 
department which is the area specific to this study. The 12.5 percent of respondents, 
who indicated “other”, specified that they perform multiple functions such as 
combinations of logistics and purchasing or even all of the functions. 
 
 
54.2%
44.4%
1.4%
Which type of company do you work for?
Automotive vehicle
assembler
Automotive component
manufacturer
Other (please specify)
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Figure 4.2: The departmental representation of the sample 
 
Source: Author’s construction based on survey results 
 
Identifying the level of the respondents was another important demographical aspect 
to establish further credibility to the responses of the sample. The results in Figure 4.3 
indicate that a combined total of 90.1 percent of respondents function at management, 
senior management and executive level. This result is important in the sense of 
lending credibility to the results due to the specific and technical nature of the 
questions. Respondents functioning at these levels would in most cases be aware of 
the influence of logistics on their operations. 
 
The credibility of the respondents is further strengthened by the experience they have, 
working in this specific industry. The majority of the respondents have more than 20 
years of experience in the automotive industry as can be seen in Figure 4.4. It can 
therefore be said that their knowledge of the automotive industry can add to the 
credibility of this study. 
 
 
 
 
 
38.9%
19.4%
29.2%
4.2%
12.5%
Supply Chain /
Logistics
Purchasing /
Procurement
Operations /
Manufacturing
Finance Other (please
specify)
In which department do you work in your company?
Supply Chain / Logistics Purchasing / Procurement Operations / Manufacturing
Finance Other (please specify)
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Figure 4.3: The functional representation of the sample  
 
Source: Author’s construction based on survey results 
 
Figure 4.4: The experience of the sample 
 
Source: Author’s construction based on survey results 
Question 6 and question 7 were aimed at establishing the nature and complexity of 
the logistical activities of the respondent’s companies. The higher the figures for 
imports and exports, the more complex the logistical processes become. Figure 4.5 
shows that 85.7 percent of the respondents companies import more than 20 percent 
18.3%
32.4%
39.4%
9.9%
2.8%
At what level do you function in your company?
Executive / Director
Senior Management
Management
Senior Staff
Other (please specify)
2.8%
14.1%
19.7%
18.3%
45.1%
How many years have you worked in the automotive industry?
Less than 5 years
5 to 9 years
10 to 14 years
15 to 19 years
20 years or more
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of the material required to produce their final products. The respondents who gave 
specific figures also ranged between 50 percent and 100 percent. 
 
According to 70.3 percent of the respondents, more than 20 percent of their final 
products are exported. The respondents who were able to give specific export figures 
indicated that between 24 percent and 100 percent of their final products were 
exported. These figures are shown in Figure 4.6. What these two questions 
established is that there are high levels of activity taking place in the import of material 
or components to manufacture or assemble and there are also high levels of activity 
taking place in the export of final products. The fact that trading activity is not limited 
to the local market means that more logistical activities take place and the supply chain 
becomes longer, more complex and potentially more expensive. In addition, due to the 
high level of logistical activities taking place in the companies of the respondents, it 
indicates that they are aware of these activities and will therefore be able to interpret 
the technical questions in the latter section of the questionnaire. 
 
Figure 4.5: Percentage of imports to produce final products  
 
Source: Author’s construction based on survey results 
 
 
 
 
14.3%
17.1%
28.6%
25.7%
4.3% 10.0%
What percentage of imported material is used to produce your 
final products? If you know the specific percentage please enter it 
in the area provided, alternatively choose a range.
0% to 20%
21% to 40%
41% to 60%
61% to 80%
81% to 100%
Specific Percentage
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Figure 4.6: Percentage of final products being exported  
 
Source: Author’s construction based on survey results 
 
Figure 4.7 shows that the respondents are experiencing relatively high inbound 
logistics costs. The high level of inbound logistics costs can also be related back to 
Figure 4.5 that shows a high level of importing of material taking place. 
 
Figure 4.7: Inbound logistics cost as a percentage of total cost  
 
Source: Author’s construction based on survey results 
43.8%
9.4%17.2%
25.0%
4.7% 14.1%
What percentage of final products does your company export?  If 
you know the specific percentage please enter it in the area 
provided, alternatively choose a range.
0% to 20%
21% to 40%
41% to 60%
61% to 80%
81% to 100%
Specific
Percentage
38.5%
32.3%
16.9%
9.2%
3.1%
9.2%
What part of your company's total product cost would you 
attribute to INBOUND LOGISTICS costs?  If you know the 
specific percentage please enter it in the area provided, 
alternatively choose a range.
Less than 10%
11% to 20%
21% to 30%
31% to 40%
41% to 50%
Specific
Percentage
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The high inbound logistics costs could be compounded by the fact that in most cases 
the vehicle assemblers carry the inbound logistics costs to get the parts from the 
component manufacturers to their assembly plants. Keeping this in mind one can see 
in Figure 4.8 that the outbound logistics costs make up a lower proportion than the 
inbound logistics costs. This supports the fact that component manufacturers are 
experiencing lower outbound logistics costs as it is factored into the vehicle 
manufacturers inbound logistics costs. 
 
Figure 4.8: Inbound logistics cost as a percentage of total cost  
 
Source: Author’s construction based on survey results 
 
To a certain extent, inbound and outbound logistics costs are viewed differently by the 
vehicle assemblers as compared to the view of the component manufacturers. As 
already mentioned, in most cases it is the vehicle assemblers who carry the costs of 
getting the parts to their assembly plants. For this reason it would be necessary to 
investigate the effects of the logistics costs felt by each of the two groups. 
 
Figure 4.9 shows a comparison of the responses given between vehicle assemblers 
and component manufacturers for their inbound logistics costs and outbound logistics 
costs. Here one can clearly see the difference in how each party experiences the 
responsibility of the costs. The distribution of the responses from the vehicle 
56.5%
22.6%
14.5%
6.5%
0.0% 14.5%
What part of your company's total product cost would you 
attribute to OUTBOUND LOGISTICS costs?  If you know the 
specific percentage please enter it in the area provided, 
alternatively choose a range.
Less than 10%
11% to 20%
21% to 30%
31% to 40%
41% to 50%
Specific
Percentage
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assemblers on inbound logistics costs is higher while the distribution of the responses 
from component manufacturers on outbound logistics costs is lower. This is clear 
indication that the cost of getting the components to the vehicle assembly plants are 
predominantly with the vehicle assemblers. 
 
Figure 4.9: A comparison of cost perception between component 
manufacturers and vehicle assemblers 
Source: Author’s construction based on survey results 
 
 
4.4 THE PERCEPTION OF INBOUND LOGISTICS 
 
The next section of questions was related to the influence of inbound logistics on the 
competitiveness of the South African automotive industry. Inbound logistics, as 
previously discussed, relates to all the activities, costs and assets associated with the 
flow of the incoming material. This would include activities such as transport, storage 
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and the management thereof. The questions are listed in Table 4.2 and include the 
spread of the responses as well as the mean and standard deviation thereof.  
 
Table 4.2: Questionnaire responses on inbound logistics 
 INBOUND LOGISTICS n SD D N A SA Mean Std. 
Dev. 
1 
South African logistics costs are 
taken into consideration, when 
global sourcing decisions are made 
at our head office to import 
components or raw material. 
72 1.4% 11.1% 6.9% 56.9% 23.6% 3.90 0.94 
2 
The length of the inbound supply 
chain of the South African 
automotive industry is longer than 
the rest of the world. 
72 1.4% 12.5% 22.2% 52.8% 11.1% 3.60 0.90 
3 
Rail transport is currently working as 
the most reliable, on time mode of 
internal transport for the automotive 
industry in South Africa. 
71 38.0% 40.8% 14.1% 7.0% 0.0% 1.88 0.85 
4 
The length of the inbound supply 
chain of the South African 
automotive industry is shorter than 
the rest of the world. 
68 14.7% 61.8% 19.1% 4.4% 0.0% 2.13 0.69 
5 
Logistics infrastructure in South 
Africa can confidently support 
inbound supply strategies such as 
Just In Time supply. 
72 1.4% 37.5% 9.7% 47.2% 4.2% 3.15 1.03 
6 
Warehousing of imported 
components or raw material is at 
economically efficient levels. 
71 5.6% 50.7% 23.9% 18.3% 1.4% 2.60 0.90 
7 
Warehousing of local components or 
raw material is at economically 
efficient levels. 
72 0.0% 41.7% 27.8% 30.6% 0.0% 2.89 0.85 
8 
The parts ordering skills of our 
internal supply chain employees 
ensure efficient inventory levels of 
inbound material. 
72 2.8% 29.2% 19.4% 44.4% 4.2% 3.18 1.00 
9 
Logistics service providers in South 
Africa currently contribute well in 
reducing inbound logistics costs. 
68 0.0% 33.8% 33.8% 30.9% 1.5% 3.00 0.82 
10 
Government incentives for the 
automotive industry are contributing 
to the reduction of inbound logistics 
costs. 
72 4.2% 37.5% 19.4% 36.1% 2.8% 2.96 1.01 
Source: Author’s construction based on survey results 
The following legend was used for Table 4.2 and Table 4.3: 
Legend Description 
n Number of responses 
SD Strongly Disagree 
D Disagree 
N Neither Agree nor Disagree 
A Agree 
SA Strongly Agree 
Mean Average answer on a scale of 1 to 5 
Std. Dev. Standard Deviation 
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As the aim of the study was to establish the influence of inbound and outbound 
logistics on the competitiveness of the South African automotive industry, it was 
important to break each variable of inbound logistics and outbound logistics into 
factors which might drive them.  
 
The first question was taken from the beginning of the supply chain where the decision 
is made as to where material will be sourced from. It has also become more prevalent 
that global sourcing, by multinationals’ head offices make these decisions. As can be 
seen in Figure 4.10 though, the majority of the respondents do believe that these costs 
are taken into consideration when the decisions are being made. This is almost more 
alarming, as this could mean that raw material and components are so much less 
expensive elsewhere that the savings outweighs the logistics costs. 
 
Figure 4.10: Logistics costs considered during global sourcing 
Source: Author’s construction based on survey results 
 
The second question was posed to determine whether the respondents believe that 
material and components bound for South Africa moves over longer distances than 
the norm for the rest of the world. Question four was constructed as a test for the 
answers of question two. The results also prove consistency in the responses through 
an average rating of 3.60 for question two and 2.16 for question four. The results of 
the two questions indicate that the respondents believe that the supply chain feeding 
1.4%
11.1%
6.9%
56.9%
23.6%
1
South African logistics costs are taken into consideration, 
when global sourcing decisions are made at our head office 
to import components or raw material.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
   56 
 
into the South African automotive industry is longer than experienced by the same 
industry in other countries. A longer supply chain will in most cases result in higher 
costs and longer lead times. The distribution of the results for question two is depicted 
in Figure 4.11 and for question four in Figure 4.12.  
 
Figure 4.11: The length of the supply chain is longer than the rest  
Source: Author’s construction based on survey results 
 
Figure 4.12: The length of the supply chain is shorter than the rest  
Source: Author’s construction based on survey results 
1.4%
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52.8%
11.1%
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automotive industry is longer than the rest of the world.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
14.7%
61.8%
19.1%
4.4%
0.0%
The length of the inbound supply chain of the South African 
automotive industry is shorter than the rest of the world.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
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The responses to question three had the lowest mean score, at 1.88 (Table 4.2), of all 
the inbound logistics questions. This result supports the theory in the context that 
much of the freight being moved on roads in South Africa could be moved more 
efficiently by rail but at the same time the rail infrastructure is ineffective to be able to 
support these needs. With such a strong response it is clear that the automotive 
industry is aware and possibly even dissatisfied with this issue. The distribution of 
these results can be seen in Figure 4.13. 
 
Figure 4.13: The reliability of rail transport in South Africa  
Source: Author’s construction based on survey results 
 
It is clear when one looks at the results of question five in Figure 4.14 that the 
respondents were divided on this point. For most supply strategies such as Just In 
Time supply, the supply chain needs to be relatively short to support low lead times. 
When suppliers are in close proximity to their customers and the condition of the 
infrastructure is good there should not be any reasons why such strategies will not 
work. On the other hand, even when suppliers are located close to their customers, 
poor infrastructure could still hamper these types of logistical strategies. The mean for 
this question was 3.15 which makes it difficult to draw a clear conclusion of what the 
respondent’s interpretation was of the question.  
 
38.0%
40.8%
14.1%
7.0%
0.0%
Rail transport is currently working as the most reliable, on 
time mode of internal transport for the automotive industry in 
South Africa.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
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Figure 4.14: The ability to support supply strategies such as Just In 
Time    
Source: Author’s construction based on survey results 
 
The result of question six is leaning toward a generally negative response. The mean 
score is 2.60 which is below average, but 50.7% of respondents disagreed with the 
statement and a further 5.6% strongly disagreed, regardless of the distribution of 
responses in Figure 4.15. The reason for this response can be connected to the fact 
that the respondents also generally feel that the supply chain is longer than that of the 
rest of the world. The longer supply chains become, a higher number of inventory 
needs to be carried to ensure parts are on hand while waiting for the next shipment. 
This leads to the bullwhip effect (Hill, 2011) which causes a fluctuation in stock holding, 
high cost of re-ordering and long lead times to fill orders. 
 
What was somewhat surprising to the researcher was the fact that the responses to 
the next question on warehousing levels of local components followed a very similar 
trend. Figure 4.16 shows only a slightly more positive result and this question also had 
a slightly higher mean score of 2.89. This means that the respondents also feel that 
improvements could be made in the warehousing or inventory levels of locally sourced 
material. The reasons for this result can be attributed to any number of factors such 
as skills, infrastructure, scheduling, availability of material but the evidence is not 
concrete enough to identify any specific reasons. 
1.4%
37.5%
9.7%
47.2%
4.2%
Logistics infrastructure in South Africa can confidently 
support inbound supply strategies such as Just In Time 
supply.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
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Figure 4.15: Warehousing of imported material at economically 
efficient levels 
Source: Author’s construction based on survey results 
 
Figure 4.16: Warehousing of local material at economically efficient 
levels 
Source: Author’s construction based on survey results 
 
The next question attempted to identify what the respondents believed was the 
influence of the skills of their employees who are responsible for their supply chains. 
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Although not extremely positive, the mean score for this question was 3.18, which 
indicates that the feelings towards the skills of their supply chain employees are more 
positive than negative. Related to the previous question, this result would indicate that 
skill levels of employees is possibly not the predominant reason why inventory levels 
are not kept at efficient levels. Figure 4.17 show a relatively positive tendency toward 
the skills of supply chain employees. 
   
Figure 4.17: Skills of supply chain employees 
Source: Author’s construction based on survey results 
 
Question nine of the inbound logistics section of the questionnaire had a mean score 
of 3.00. One can see in Figure 4.18 that the respondents were almost equally divided 
on whether service providers were contributing to improvements to logistics or not. 
The indication therefore is not clear whether logistics service providers have a positive 
cost influence or add additional costs to the inbound logistics of the automotive 
industry. Further investigation could be done into this aspect alone to determine the 
benefits of outsourcing, if any. 
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Figure 4.18: The cost implication of service providers on inbound 
logistics  
Source: Author’s construction based on survey results 
 
The last question aimed at inbound logistics was to establish if the incentive 
programmes which exist in South Africa for the automotive industry has any effect on 
inbound logistics. The results from previous questions already indicate that the supply 
chain is long with inefficient inventory levels. According to the respondents it does not 
seem as if the incentive programmes are having an overwhelming effect on the 
reduction of inbound logistics costs. The mean score for this question was 2.96 which 
makes it very close to being neutral. One can also see in Figure 4.19 that the 
responses were very weighted around the middle. 
 
However, when one looks at the difference in responses between the vehicle 
assemblers and component manufacturers in Figure 4.20, it is clear that vehicle 
manufacturers are experiencing greater benefits from incentives than component 
manufacturers. The mean rating from vehicle assemblers was 3.26, while that of 
component manufacturers was 2.55. 
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Figure 4.19: Government incentives influencing inbound logistics 
costs 
Source: Author’s construction based on survey results 
 
Figure 4.20: The difference in perceptions of government incentives on 
inbound logistics costs  
 
Source: Author’s construction based on survey results 
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4.5 THE PERCEPTION OF OUTBOUND LOGISTICS 
 
Table 4.3: Questionnaire responses on outbound logistics  
 OUTBOUND LOGISTICS n SD D N A SA Mean Std. 
Dev. 
1 
The size of the domestic market for 
components and vehicles is big 
enough to absorb the volumes 
produced locally. 
72 23.6% 50.0% 6.9% 16.7% 2.8% 2.25 1.08 
2 
Outbound logistics costs are 
considered when deciding on the 
allocations of export markets of 
components and vehicles 
manufactured in South Africa. 
72 0.0% 6.9% 12.5% 59.7% 20.8% 3.94 0.79 
3 
The modes of transport currently 
utilised to move our final products to 
their markets are ideal. 
71 9.9% 32.4% 26.8% 31.0% 0.0% 2.79 0.99 
4 
The available modes of transport to 
move our final products to their 
markets are ideal. 
71 5.6% 39.4% 18.3% 35.2% 1.4% 2.88 1.01 
5 
Warehousing of finished products is 
at economically efficient levels. 
70 4.3% 35.7% 24.3% 34.3% 1.4% 2.93 0.95 
6 
Logistics service providers in South 
Africa currently contribute well in 
reducing outbound logistics costs. 
72 2.8% 30.6% 33.3% 33.3% 0.0% 2.94 0.87 
7 
The revenue from exports outweighs 
the effects of the logistics costs as a 
result of the exchange rate. 
72 5.6% 26.4% 40.3% 27.8% 0.0% 2.90 0.87 
8 
Government incentives for the 
automotive industry are supporting 
exports to such a degree, that it 
outweighs the effects of outbound 
logistics costs. 
72 4.2% 37.5% 26.4% 27.8% 4.2% 2.90 1.00 
9 
The size of the domestic market for 
components and vehicles is too 
small to absorb the volumes 
produced locally. 
72 1.4% 12.5% 6.9% 65.3% 13.9% 3.78 0.89 
Source: Author’s construction based on survey results 
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The next section of questions was related to the influence of outbound logistics on the 
value chain of the South African automotive industry. The questions are listed in Table 
4.3 and include the spread of the responses as well as the mean and standard 
deviation thereof. Outbound logistics, as previously discussed, relates to all the 
activities, costs and assets associated with the outbound flow of the final products. 
This would include activities such as transport, storage and the management thereof. 
 
The first and the last question in this part of the questionnaire was yet again a test of 
the respondent’s accuracy and attention in answering the questions. Both questions 
were related to the size of the market available within South Africa for the finished 
products produced by the vehicle assemblers as well as the component 
manufacturers. Once again, the respondents proved to be reliable as the two opposing 
questions yielded opposing results, adding to the reliability of the questionnaire. The 
results of the two questions can be seen graphically in Figure 4.21 and Figure 4.22. 
 
Figure 4.21: The size of the domestic market is big enough to absorb 
the volumes produces locally 
Source: Author’s construction based on survey results 
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Figure 4.22: The size of the domestic market is too small to absorb the 
volumes produces locally 
Source: Author’s construction based on survey results 
 
One can clearly see from Figures 4.21 and 4.22 that the respondents believe that the 
domestic market is in fact not big enough to absorb the volumes produced locally. 
Adding to this, is the fact that the majority of new car sales in South Africa are not 
produced in South Africa, as discussed in chapter two. In addition, the local content of 
components used in vehicle assembly is at a relatively low level. Besides these facts, 
it seems that the perception of the respondents is still that the local market is just not 
big enough. 
 
The next question was related to the export of finished products, both vehicles and 
components, assembled and manufactured in South Africa. As exports have become 
so important for this industry it would be important to know whether the cost of getting 
the products to the markets is considered. In some cases it is the international head 
office which makes the decision of which plant should fulfil which order. The total cost 
of supplying the products to the customers is calculated and referred to as the total 
landed cost and therefore the logistics costs would be included. The mean score for 
this question was 3.94 and Figure 4.23 shows the spread of the responses. 
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Figure 4.23: Logistics costs considered in the export of final products  
Source: Author’s construction based on survey results 
 
Question three asked the respondents if they are of the opinion that the modes of 
transport currently being utilised by them to move their final products to their 
customers are ideal. The mean score for this question was 2.79, which indicates much 
uncertainty amongst the respondents. One can also see in Figure 4.24 that the 
responses were distributed around the middle with a slight inclination to the negative 
side. Finished products in the shape of assembled vehicles are transported by road or 
rail within the country and by sea to export markets. There is not much that can be 
changed except for a shift from road to more rail utilisation as discussed in chapter 
two. The same applies to the component manufacturers as a further shift could also 
be made to transport their parts by rail. 
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Figure 4.24: Currently utilised modes of transport for finished products 
are ideal 
Source: Author’s construction based on survey results 
 
The aim of the follow-up question was to determine whether the respondents thought 
that the best modes of transport are at least available for use to move their final 
products. The results were, once again not overwhelming to the positive or negative 
side of Figure 4.25. The mean score was 2.88 and the distribution of responses was 
again around the middle with a slight inclination to the negative. Similarly to the 
previous question it is believed that the respondents do not have much choice to 
transport their products by any different modes but they are also not sure whether 
better modes are really available or not. 
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Figure 4.25: Available modes of transport for finished products are 
ideal 
Source: Author’s construction based on survey results 
 
Finished products in the form of components and vehicles should not spend much time 
in storage. Ideally components should be produced for consumption by the vehicle 
assemblers as and when required. All the OEMs have Material Requirement Planning 
(MRP) systems which indicate to the component manufacturers when parts will be 
required for use. One of the reasons contributing to the responses to this question not 
being very positive, could be attributed to the fact that low volumes of vehicles are 
produced in South Africa. Coupled with that, the number of derivatives being produced 
is quite high. What that means for component manufacturers, who mostly produce in 
batches, is that they have to keep stock of low usage items at all times. Vehicles should 
also be produced according to orders placed, but the assembly plants have to operate 
at capacity to ensure efficiency of workers. Therefore some cars are being built which 
were not ordered and might end up in yards, waiting to be bought. Figure 4.26 shows 
a neutral distribution of responses, which means that the situation is not ideal. The 
mean score was also 2.93, which is below average. This item should be very positive 
in a competitive scenario. It can therefore be said that the warehousing of finished 
products is not at economically efficient levels. 
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Figure 4.26: Efficient warehousing of finished products  
Source: Author’s construction based on survey results 
 
Deeper analysis of the perception of the efficiency of warehousing levels of finished 
products does however reveal differences between vehicle assemblers and 
component manufacturers. Vehicle manufacturers perceive their inventory levels of 
finished products to be leaning more to the positive side, with a mean response of 
3.11. This could largely be attributed to the fact that some of the OEMs in South Africa 
are producing for export orders and therefore have lower inventory of finished vehicles. 
However, the mean score of the component manufacturers was leaning towards a 
negative response at 2.73. This supports the thought that component manufacturers 
need to hold high levels of inventory for a variety of derivatives of vehicles being 
produced. This, together with relatively low volumes, is adding to component 
manufacturers experiencing inefficient inventory levels of finished products. These 
results can be seen in Figure 4.27 on the next page.    
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Figure 4.27: The difference in perceptions of warehousing efficiencies 
of finished products 
Source: Author’s construction based on survey results 
 
The next question on outbound logistics returned a mean score of 2.94. One can see 
in Figure 4.28 that the respondents were almost equally divided on whether service 
providers were contributing to improvements in logistics or not. This was a similar 
result as the same question in the inbound logistics section of the questionnaire. The 
indication therefore is not clear whether logistics service providers have a positive cost 
influence or add additional costs to the outbound logistics of the automotive industry. 
One would think that logistics service providers should have a much clearer cost 
benefit to their customers, which raises the question if there are real benefits to 
outsourcing the logistics activities. As previously stated, further investigation could be 
done into this aspect alone to determine the benefits of outsourcing, if any. 
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Figure 4.28: The cost implication of service providers on outbound 
logistics 
Source: Author’s construction based on survey results 
 
The automotive industry exports a large percentage of its products. These were 
among the findings during the research for this study. Furthermore, the literature study 
regarding exports was supported in the section of the questionnaire identifying the 
demographics of the respondents, with a high response rate for exports by the 
companies the respondents represent. South Africa experiences a fluctuating 
currency at most times, which influences the profitability of an industry which has high 
export volumes. For these reasons it was important to ask the question as to how the 
revenue from exports is affected by the exchange rate and if logistics costs become 
negligible due to the profits made as a result of a weaker currency compared to that 
of the markets. The result of the question was fairly inconclusive with a mean score of 
2.90. It is still below average as a mean and it can therefore be said that the revenue 
from exports do not completely outweigh the effects of logistics costs for all 
respondents. Figure 4.29 indicates that most of the respondents were undecided on 
this question though.   
 
 
 
 
 
 
2.8%
30.6%
33.3% 33.3%
0.0%
Logistics service providers in South Africa currently 
contribute well in reducing outbound logistics costs.
Strongly Disagree Disagree Neither Agree nor Disagree Agree Strongly Agree
   72 
 
Figure 4.29: The effect of the exchange rate on logistics costs  
Source: Author’s construction based on survey results 
 
Once again the question of the effect of government incentives on logistics costs was 
tested in the next question. The mean score for this question was 2.90, which also 
indicates a slight inclination to the negative. Although the incentive programmes for 
the automotive industry favour the production of higher volumes and export of 
products, it does not really improve the logistics costs which accompany exporting. 
The majority of the respondents chose to disagree with the statement, as can be seen 
in Figure 4.30. This means that the logistical components of the value chain will remain 
unchanged and uncompetitive, even if higher volumes are achieved. 
  
Furthermore, when one looks at the difference in responses between the vehicle 
assemblers and component manufacturers in Figure 4.31, it is clear that vehicle 
manufacturers are experiencing greater benefits from incentives than component 
manufacturers. The mean rating from vehicle assemblers was 3.08, while that of 
component manufacturers was 2.65. A similar trend was seen in the perception of the 
benefits of incentives on inbound logistics costs. 
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Figure 4.30: Government incentives influencing outbound logistics 
costs 
Source: Author’s construction based on survey results 
 
Figure 4.31: The difference in perceptions of government incentives on 
outbound logistics costs 
Source: Author’s construction based on survey results 
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CHAPTER FIVE: RESEARCH SUMMARY, CONCLUSION AND 
RECOMMENDATIONS 
 
 
5.1 RESEARCH SUMMARY 
 
The main objective of this research study was to investigate, evaluate and analyse 
what influence inbound and outbound logistics has on the competitiveness of the 
South African automotive industry. The value chain is what determines the competitive 
position of one business to another, or in this case, an industry in one country 
compared to the same industry in other countries. Inbound logistics and outbound 
logistics form part of the primary activities of a value chain and could be investigated 
together due to many of the same influencing factors. 
 
To do this, it was necessary to understand the nature of the South African automotive 
industry in a global context. The nature of competitiveness had to be investigated to 
better understand the role of inbound and outbound logistics and finally the state of 
logistics in South Africa had to be investigated and explained. 
 
A literature study of the above mentioned factors formed the basis of the main research 
instrument, the questionnaire. This served as the primary tool to gather information 
from a sample of respondents active within the automotive industry. The sample 
consisted of representatives from vehicle assemblers as well as component 
manufacturers present in South Africa. The respondents also indicated that they 
functioned at senior levels within their respective organisations with many years of 
relevant experience in order to participate in this study. 
 
It became apparent that the South African automotive industry has a longer supply 
chain than most automotive industries in other parts of the world. It further emerged 
that the South African automotive industry has high levels of both imports and exports. 
The importation of raw material and components are not as high as the importation of 
vehicles for sale in South Africa but together all the sector’s imports contribute to the 
country’s trade deficit. It also emerged that export of vehicles and components are 
being promoted by incentive programmes introduced by the government to raise 
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foreign capital but the expected levels of exports have not been achieved yet if a trade 
deficit exists. It was clear from the respondents’ perceptions that the incentive 
programmes were not contributing positively to reducing logistics costs, although 
experienced more positively by the vehicle assemblers than the component 
manufacturers.  
 
The adverse effect resulting from a long supply chain as well as the high level of 
imports and exports was that of inventory holding levels. It was identified that inventory 
levels were not at economically efficient levels for both imported and local material. 
This problem is compounded by the high cost of holding inventory. Although the 
respondents felt that the inventory levels were inefficient, they did not attribute this to 
poor skills of their supply chain employees. This was in contradiction to the literature 
which identified skills as one of the most concerning factors in logistics in South Africa. 
This would then indicate once again that the length of the supply chain plays a bigger 
role than that of skills. Another contributing factor to the need to hold high levels of 
inventory was identified in the literature as a result of producing low volumes with a 
high mix of derivatives. This means that all the parts must be available for models that 
are not produced at high frequencies. 
 
The aspect of logistics infrastructure was highlighted in the literature as a point of 
concern. It was identified that most of the freight in South Africa is being transported 
by road and much of that could be shifted to rail. The problem that was identified was 
that the rail infrastructure in South Africa is not up to the standard that it should be, as 
a result of a lack of maintenance and further expansion. The respondents also 
indicated that the current methods of transportation available to the industry are 
acceptable but not the best solution. The result on the rail issue clearly showed that 
the respondents agreed with the literature that rail is currently not able to assist in 
improving the logistics situation for the automotive industry. 
 
The biggest influence on comparing competitive positions is cost. The literature review 
identified major cost implications on the current state of logistics in South Africa. It 
emerged that the South African port costs are higher than the world average. This is 
concerning if one considers that most of the imports and exports of the automotive 
industry must flow through the local ports, adding to the logistics costs. Again the road 
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freight issue was raised as the biggest portion of this cost is related to fuel costs. This 
was yet another factor in favour of rail transport as it would be more fuel and cost 
efficient. The respondents also indicated that inbound and outbound logistics form a 
high percentage of their total product cost. They did however indicate that they do not 
always experience the logistics cost as having a clear, direct impact as it could be 
masked by the revenues generated in foreign currency. The influence of logistics 
service providers on costs was also tested, but again the respondents seemed to be 
divided on whether they assist in reducing the costs of inbound and outbound logistics. 
 
5.2 CONCLUSION 
 
The importance of the automotive industry in South Africa as a contributor to the 
economy as well as a creator of employment has led to this research being significant. 
Theory has identified logistics as an important factor in determining competitive 
advantage. Logistics has also been identified by numerous industry sources as an 
area where improvement is necessary to improve the competitive position of the South 
African automotive industry. 
 
The research problem addressed in this study was to determine the influence of 
inbound and outbound logistics factors on the competitiveness of the South African 
automotive industry. The problem was subsequently broken down into its parts and a 
literature review followed on each part of the research problem. This also formed the 
basis of the sub-problems which were discussed in detail in chapter two. 
 
While addressing the sub-problems by means of a literature review, a questionnaire 
was constructed as the primary research instrument, to evaluate the perception of the 
research problem by industry role players. It was found through the research 
questionnaire that the respondents agreed with some of the influences identified by 
the literature that logistics have on the competitiveness of the South African 
automotive industry. It was further found that the respondents were also divided on a 
number of the influencing factors identified by the literature.  
It would appear as if inbound and outbound logistics is seen as influencing the 
competitiveness of the South African automotive industry adversely, but the extent of 
the influence appears to be more unclear.  
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The findings of this study should further draw attention to the complexity of the value 
chain of the automotive industry. It was seen that there are many factors at play and 
it is not just a single aspect that determines the strategy to improve the overall 
competitive position of the industry. 
 
An example of this point is that some researchers (Black, 1994) have suggested that 
South Africa should be the automotive producer for southern Africa and possibly Africa 
as a whole. This would surely shorten the outbound supply chain for vehicles produced 
in South Africa and this market has been growing according to the literature. However, 
what this means from a profitability viewpoint is that it is more lucrative to export to 
Europe and the United States of America because of the preferable exchange rates. 
This also became apparent from the questionnaire responses. 
 
It would therefore be necessary for industry role players to evaluate the complete value 
chain to determine which of the activities would yield the best improvement in the 
competitive position of the South African automotive industry. The primary activity, 
operations, is currently being addressed by the APDP in attempting to create the 
necessary economies of scale, but that yet again focuses on only one activity. 
 
5.3 RECOMMENDATIONS FOR FURTHER RESEARCH 
 
There are a multitude of related research topics which could be further explored which 
could benefit the South African automotive industry. Some of these are listed below: 
 
 The other aspects of the value chain of the South African automotive industry 
could further be investigated individually or as a whole. This could be further 
divided into investigations into the value chains of the vehicle assemblers only or 
the component manufacturers only. Value chain analysis can be used to 
determine the competitive position of any business and is therefore a useful tool 
to form the basis of such research. 
 
 Further research on the competitive position of the South African automotive 
industry would help to determine whether the industry can really withstand being 
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part of such a global industry. Some literature draws attention to the fact that the 
South African automotive industry is surviving under heavily incentivised 
conditions and if these programmes were to come to an end, so would the 
industry. 
 
 Another aspect to investigate is the job creation activities driven by the 
automotive industry. It is said to be one of the major employment providers in 
South Africa but evidence indicates that employment numbers are not growing. 
Once again, the goals of the incentive programmes are to boost production 
volumes which will in turn boost employment, but a positive result is yet to be 
seen. 
 
 One of the factors investigated in this study, was the effects of logistics service 
providers on improving logistics costs within the automotive industry. Based on 
the results, that appeared divided and inconclusive. A study on the benefits of 
outsourcing in the automotive industry could also help determine if that is a 
strategy worth pursuing to improve the competitive position or not.  
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ADDENDUM A: THE RESEARCH QUESTIONNAIRE 
 
Demographics 
 
 
1. Which company do you work for? (Optional) 
 
 
 
2. Which type of company do you work for? 
Automotive vehicle assembler 
Automotive component manufacturer 
Other (please specify)  
 
 
3. In which department do you work in your company? 
Supply Chain / Logistics 
Purchasing / Procurement 
Operations / Manufacturing 
Finance 
Other (please specify)  
 
 
4. At what level do you function in your company? 
Executive / Director 
Senior Management 
Management 
Senior Staff 
Other (please specify)  
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5. How many years have you worked in the automotive industry? 
Less than 5 years 
5 to 9 years 
10 to 14 years 
15 to 19 years 
20 years or more 
 
 
6. What percentage of imported material is used to produce your final products? 
If you know the specific percentage please enter it in the area provided, 
alternatively choose a range. 
0% to 20% 
21% to 40% 
41% to 60% 
61% to 80% 
81% to 100% 
Specific Percentage 
 
 
 
7. What percentage of final products does your company export? If you know 
the specific percentage please enter it in the area provided, alternatively choose 
a range. 
0% to 20% 
21% to 40% 
41% to 60% 
61% to 80% 
81% to 100% 
Specific Percentage  
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8. What part of your company's total product cost would you attribute to 
INBOUND LOGISTICS costs? If you know the specific percentage please enter 
it in the area provided, alternatively choose a range. 
Less than 10% 
11% to 20% 
21% to 30% 
31% to 40% 
41% to 50% 
Specific Percentage  
 
 
9. What part of your company's total product cost would you attribute to 
OUTBOUND LOGISTICS costs? If you know the specific percentage please enter 
it in the area provided, alternatively choose a range. 
Less than 10% 
11% to 20% 
21% to 30% 
31% to 40% 
41% to 50% 
Specific Percentage  
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Inbound Logistics 
 
1. South African logistics costs are taken into consideration, when global 
sourcing decisions are made at our head office to import components or raw 
material. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
      
 
2. The length of the inbound supply chain of the South African automotive 
industry is longer than the rest of the world. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
3. Rail transport is currently working as the most reliable, on time mode of 
internal transport for the automotive industry in South Africa. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
4. The length of the inbound supply chain of the South African automotive 
industry is shorter than the rest of the world. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
5. Logistics infrastructure in South Africa can confidently support inbound 
supply strategies such as Just In Time supply. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
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6. Warehousing of imported components or raw material is at economically 
efficient levels. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
7. Warehousing of local components or raw material is at economically efficient 
levels. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
8. The parts ordering skills of our internal supply chain employees ensure 
efficient inventory levels of inbound material. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
9. Logistics service providers in South Africa currently contribute well in 
reducing inbound logistics costs.  
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
10. Government incentives for the automotive industry are contributing to the 
reduction of inbound logistics costs. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
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Outbound Logistics 
 
1. The size of the domestic market for components and vehicles is big enough 
to absorb the volumes produced locally. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
2. Outbound logistics costs are considered when deciding on the allocations of 
export markets of components and vehicles manufactured in South Africa.  
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
3. The modes of transport currently utilised to move our final products to their 
markets are ideal. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
4. The available modes of transport to move our final products to their markets 
are ideal. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
5. Warehousing of finished products is at economically efficient levels. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
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6. Logistics service providers in South Africa currently contribute well in 
reducing outbound logistics costs.  
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
7. The revenue from exports outweighs the effects of the logistics costs as a 
result of the exchange rate. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
8. Government incentives for the automotive industry are supporting exports to 
such a degree, that it outweighs the effects of outbound logistics costs. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
      
 
9. The size of the domestic market for components and vehicles is too small to 
absorb the volumes produced locally. 
Strongly 
Disagree 
Disagree 
Neither Agree 
nor Disagree 
Agree Strongly Agree 
     
 
